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The War Situation 

The long-awaited invasion of Western Europe has 
been launched, and the initial success, including 
the capture of Cherbourg, has been greater than 
could have been hoped. The Allied forces in 
Italy have taken Rome, and are advancing 
northwards, while further progress continues to 
be recorded on the Russian front and in the Far 
East. The Prime Minister has spoken of the possibility 
that “ the months of this summer may, by the vic- 
tories of the Allied campaign, bring full success to 
the cause of freedom.”” Meanwhile, there can be no 
relaxation of effort, whether in the military sphere or 
on the home front. Our good wishes are extended to 
all members, articled clerks and examination candi- 
dates now serving in one or other of His Majesty’s 
Forces. The accountancy profession will continue to 
bear its heavy burdens of increased work and 
diminished staffs with fortitude, strengthened by re- 
newed hope that victory may not be long delayed. 

The Bank’s 250th Anniversary 

The Bank of England this month celebrates two 

important anniversaries. It was 250 years ago, on 


july y 27, 1694, that the original charter was sealed. 
t was 100 years‘ago, on July 19, 1844, that the 


Bank Charter Act received Royal assent. It had been 
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hoped that the celebrations this month would be 
rounded off by the 25th anniversary of Mr. Montagu 
Norman’s record Governorship, but fate willed 
otherwise. The Bank of England has grown to its 
ition in very much the same way as the 
British Eecctedions that is, by a long and at times 
almost imperceptible process of adaptation to chang- 
ing conditions. In the minds of its founders, the 
conception of a central bank did not exist at all. 
Even after the passing of the Bank Act of 1844, it 
took a long time to bring the Bank to a consciousness 
of its full responsibilities and stature. The Bank of 
England was established as one of the many devices 
mooted during the war of the Grand Alliance against 
France from 1690 to 1697 to find the wherewithal to 
replenish a depleted Exchequer. William Paterson's 
proposal was to raise {1,000,000 at a cost to the State 
of {65,000 a year in perpetuity. The scheme was 
ees though with some modifications. The 
offered its original capital of £1,200,000 in 
June, 1694, at a period of great activity in the 
capital market, and immediately transferred the 
proceeds of the issue to the Exchequer. Thé Bank 
soon to attract seo issue notes, ahd dis- 
count bills of exchange. OD sage wed became the 
only recegnised banker of Government, and 
agent for the issue and servicing of Government 
debt. . 
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. Until well into the nineteenth , however, 
the Bank continued to regard itself as a legitimate 


competitor of the commercial banks—first of the . 


ivate, then of the joint stock banks. Its role as a 
ers’ bank and lender of last resort was only 


accepted grudgingly, and with considerable outside © 


stimulation, fortified by the experience of recurrent 
crises, in which the Bank was almost compelled by 
the pressure of events to act as a central bank. By 
the dawn of the twentieth century these hesitations 
had been overcome, and the battle of central banking 
won. The Bank had accepted its position as a national 
institution, whose interests were primarily those of 
the community, and not those of its proprietors. It 
was not, however, until the Norman period of 1920- 
1944 that the Bank acquired the modern structure 
of its present organisation, the diversification of its 
directorate, and the wealth of talent which its staff 
commands. There will be a great deal to celebrate 
this month, but nothing, perhaps, so much as the 
retention by the Bank, beneath the imposing size 
and complexity of its present-day organisation, of 
the human and personal qualities that have been 
inherited from its more modest earlier years. 


Company Law Amendment 


The proceedings of the Company Law Amendment 
Committee of the Board of Trade, under the chairman- 
ship of Mr. Justice Cohen, are being followed with 
close interest by members of the accountancy pro- 
fession. On page 199 of this issue we reproduce the 
full text of the memorandum submitted to the 
Committee by the Council of the Society of Incor- 
porated Accountants. The memorandum, and a 
verbatim report of the oral evidence given on behalf 
of the Society by Mr. E. Cassleton Elliott, Past 
President, and Mr. A. Stuart Allen, member of the 
Council, are being published by H.M. Station 
Office as the Minutes of Evidence for the seventeen 
sitting day. We hope to report the oral evidence, as 
fully as space permits, in our next issue. At the same 
time, we are continuing to present month by month 
to our readers a summary of the chief points raised 
by the various bodies and witnesses whose opinions 
will be considered by the Committee in the prepar- 


ation of its report. The views of the Institute of 


Chartered Accountants in England and Wales have 
already been published, and were included in last 
month’s summary, and those of other bodies of 
accountants will appear in due course. Unfortunately 
our restricted space, and the detailed and technical 
character of many of the questions raised, make it 
impossible for us to give a really adequate report. 
We hope that as many of our readers as possible will 
peruse the official Minutes of Evidence, which are 
available for reference in the Society’s Library, or 
may be purchased from H.M. Stationery Office or 


_ through any bookseller. 


~ The Institute of Chartered Accountants 


Mr. Harold M. Barton, senior partner in Messrs. 
Barton, Mayhew & Co., has been elected President 
of the Institute of Chartered Accountants, and Sir 
Harold Howitt, D.S.O., M.C., partner in Messrs. 
Peat, Marwick, Mitchell & Co., Vice-President. Both 
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‘are well known to many of our readers, on whose 


behalf we extend to them our congratulations and 

ood wishes. Mr. Charles J. G. Palmour, the retiring 
President, has held that office for six years, and has 
won the gratitude and appreciation of all members 
of the profession, parti ly for his work as Chair- 


.man of the Accountants’ Committee which has 


advised the Ministry of Labour and National Service 
on applications for deferment, and for his efforts in 
connection with the co-ordination proposals. 


The Finance Bill Debate — 

Some interesting points were raised during the two 
days occupied by the Committee stage of the Finance 
Bill. While a request for the publication of reports 
of cases decided by the Special Commissioners did 


not meet with a favourable answer, the Chancellor 


promised to take into account the question of publish- 
ing concessions. The following new matter has been 
inserted in the Bill: (a) The “ spreading ’”’ of copy- 
right receipts is to extend to grants of an interest 
in a copyright by licence, and lump sum payments 
are to include an advance on account of royalties. 
(b) In the clause which will prevent ‘small main- 
tenance payments from being taxed at source, the 


amount in the case of payments for a person under — 


16 is increased from 10s. to £1 per week. (c) The 
deduction to clergymen for the professional use of 
their houses is to be increased from one-eighth to 
one-quarter of the rent or annual value. (d) The 
rate of succession and legacy duty payable by an 
illegitimate child, or his spouse or issue, su i 


* to gegery. on the death of the mother is in future 
to 


1 per cent. The same rate is to apply if ‘the 
mother succeeds to property of the child or his issue. 


Transactions to Avoid E.P.T. 

A lively debate took place on the amendments 
whereby Section 35, Finance Act, 1941, will apply 
if the main purpose or one of the main purposes of 
the transaction was avoidance of E.P.T., and this 
condition is to be deemed to be satisfied if the main 
benefit which might have been expected was avoid- 
ance or reduction of liability to the tax. It is evident 
that Parliament is now reconciled to retrospective 
legislation in such cases. From the Solicitor-General’s 
observations it appears that the chief reason for 
the amendments is the fact that where a father 
introduces his children as working proprietors, the 
Special Commissioners “‘ are not prepared to say that 
he is a liar” when he says that his main purpose is to 

ive the children experience in the business. The 

licitor-General said he could produce 1,400 of such 
cases. A further common method is buying companies, 
each entitled to the minimum standard of £1,000, 
with some nominal activity like storing furniture in 
old mills. ‘‘ People have acquired the shares of as 
many as seventeen of these companies in order to 
get an extra £17,000 on their E.P.T. standard... . 
and are prepared to pledge their honour that the 
main purpose was not avoidance of taxation.’’ The 
new clause is aimed at these two forms of evasion : 
abuse of the working proprietor provisions, and 
abuse of the transfer of shares. 
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E.P.T. Working Proprietors 
Strong pleas were made for an extension of the 
minimum standard beyond the additional £1,000 
which the Finance Bill provides is to be added to all 
standards ‘other than profits standards. It was 
_ proposed to add £500 per working proprietor, but 
the proposal was not accepted. The Solicitor-General 
pointed out the necessity of providing equal .com- 
parative incidence of taxation between partnerships 
and director-controlled companies. The Chancellor 
of the Exchequer confirmed that the £1,000 will be 

added to the substituted capital standard. 


Rent Control Proposals 
The Council of the Law Society, in a memorandum 


to the Inter-Departmental Committee on Rent Con-. 


trol, expresses the view that it will be necessary to 
maintain rent control while the present shortage of 
houses continues—probably for many years. It.is 
recommended that where the landlord is responsible 
for repairs the present net rents should be increased 
by 20 per cent. A register of standard rents should 
be kept by the local authority and be open to public 
inspection. A landlord who can show that alternative 


accommodation has been available to the tenant at’ 


some time since the notice to quit should not be 
required to show that it is still available at the date 
of the order for possession. 


Reinstatement in Business Premises 


The. Reinstatement in Retail Business Premises 
Bill gives firm effect to Government promises that 
the interests of traders called into national service 
shall be adequately protected. The beneficiaries are 
those people who are carrying on business on their 
own account on premises held under a contract of 
tenancy, and who quitted the holding for war service. 
Where the prémises are unoccupied, or the business 
now being carried on is only part of a larger under- 
taking, the old occupier will be entitled to give one 
month’s notice in writing to the landlord to retake 
possession. Exceptions are made where the old 
occupier transferred the holding or the goodwill of 
his business for a valuable consideration, or where 
his discharge from war service was in consequence 
of any misconduct. If the premises are not in a 
reasonably fit state of repair and decoration, then it 
will be the duty of the local authority to put them 
in such a state “‘ at the earliest ible moment,” 
the expenditure being recouped under the War Dam- 
age Act or over a period of thirty years from the 
owner, Where a valid notice to quit cannot be served, 
the local authority must provide alternative accom- 
modation ‘reasonably equivalent to the old premises 
and on the same terms and conditions, a duty which 
also applies where the premises have been destroyed 
or demolished. Where possession is recovered it will 
be retained on the old terms and conditions in all 


respects for a period of five years. 


Gi 
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Location of Industry 
One of the measures proposed in the White Paper 
on full employment is that the Government shall 
so influence the location of new enterprises as to 
diversify the industrial composition of areas which 
are particularly vulnerablé to unemployment. De- 


- veloping this theme in a Commons debate on the 


location of industry, Mr. Hugh Dalton stressed the 
simple truth that, most of our industry being located 
already, it is only in the field of construction of new, 
factories, or extensions to existing factories, that 
the Government can influence the location of industry 
at all. In the future, he added, industrialists would 
be required to discuss their schemes of development - 
with the authorities, and permanent power would be 
taken to prohibit the establishment of a new factory 
in any district where serious disadvantage might 
arise from further industrial development. Another 
declaration made by the Minister was that “ we must 
never allow an area which is essential to the defence 
of the country to fall into a state of decay, misery and 
mass unemployment.’’ On the Government’s behalf 
Mr. Dalton accepted the main ideas of the Barlow 
report, but he admitted that these would be applied 
in a rather different manner from that suggested in 
the report, since the construction of a large number 
of Government factories had considerably altered the 
balance of industry in different areas. One essential 
upon ‘which he insisted was that we should have a 
national plan to determine priorities in regard to 
building, labour and materials in the national interest. 


New Comptroller and Auditor-General of Eire 


Mr. John Maher, F.S.A.A., has been appointed 
Comptroller and Auditor-General of Eire. The 
appointment was made by the President of Eire in 
pursuance of the following resolution passed by the 
Dail: ‘‘ That John Maher, at present Secretary and 
Director of Audit in the office of the Comptroller 
and Auditor-General, be nominated for appointment 
by the President as Comptroller and Auditor- 
General.” Mr. Maher has been associated with the 
office since its establishment in 1922. 


** Design of Accounts "’ 

As stated in our last issue, the book “ Design of 
Accounts,’ by F. Sewell Bray, F.C.A., F.S.A.A., and 
H. Basil Sheasby, A.C.A., A,S.A.A., issued under the 
auspices of the Incorporated Accountants’ Research 
Committee, has been published by Oxford University 
Press at 12s. 6d. net. Readers desiring a copy are 
requested to order it through booksellers. Un- 
fortunately, after the first batch of .copies was ex- 
hausted, some delay was experienced in the binding 
of further copies. The difficulties are, however, being 
overcome, and all orders will be fulfilled as soon as 
possible, up to the limit of the edition. 
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FULL EMPLOYMENT 


By the publication of the White Paper on Employ- 
ment Policy, the Government have assumed respons- 
ibilities never before contemplated in any democracy 
in peace-time. They have accepted as one of their 
primary aims after the war the maintenance of a 
high and stable level of employment ; and they claim, 
with justification, that in applying the measures set 
out in the White Paper, “ we shall be pioneers.”’ It 
is a staggering change which, in little more than a 
decade, has expunged from the mind of our rulers 
the dogma of “ sound finance ’’—with deflation as the 
painful cure for slump—and replaced it by the still 
novel doctrine of economic expansion. Its high 
conception of responsibility for our post-war economic 
welfare is to iron out the trade cycle, and to keep 
employment high and steady. 

High and stable employment is not unknown in 
economic history. Germany and Russia before the 
war, and the allied democracies during the war, have 
alike experienced such conditions. But in a peace- 
time democracy there are three essential postulates : 


there must be no arbitrary interference by the State ~ 


in the decisions of entrepreneurs and investors to 
place their resources in such lines of production as 
they choose, nor must there be any abandoning of 
the principle of free consumer’s choice, nor of labour’s 
freedom of contract. 

The White Paper is not an outline of projected 
legislation. “‘ Employment cannot be created by an 
Act of Parliament or by Government action alone.” 
It is rather a discussion of the conditions under which 
a stable level of.employment and a rising standard of 
living can be achieved and of the lines of state policy 
which can assist in promoting these conditions. The 
immediate post-war years, of course, could not 
provide such conditions ; the problems then will be 
of transition from war to , during which some 
measure of State control and direction, coupled with 
continued abstention from spending by the public, 
will be necessary if an evanescent post-war boom, 
followed by inevitable slump, is to be avoided. The 
recommendations in the ite Paper covering this 


phase of post-war economic recovery are balanced, 
and the conclusions are optimistic. This, however, is 
not the long-term issue of stabilising employment in 


normal conditions. 
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Nothing could be clearer than the statement of 
objectives for this major aim : to maintain the total 
expenditure on goods and services ; to stabilise prices 
and wages; and to ensure the mobility of labour. 
The first objective involves the correction of varia- 
tions in investment expenditure, and the expansion 
of exports. It is more easily said than done. Nor are 
the instruments of policy outlined in the White Paper 
wholly convincing. Private enterprise will be en- 
couraged to plan the timing and extent of its capital 
expenditure to assist the policy of general stabilis- 
ation ; control of interest rates can exert some partial 
influence on capital expenditure; and there is a 
suggestion that variations in the rate of taxation and 
some form of deferred credits may stimulate capital 
expenditure at the onset of depression. Investment by 
public authorities can of course be more directly 
controlled, and suitably expanded in bad years. Yet 
it is hard to believe that the total volume of capital 
expenditure—by private and public enterprise to- 
gether—can be stabilised without some more precise 
inducement than official encouragement. Waves of 
optimism and pessimism will continue to affect 
decisions on the replacement of capital and of stocks, 
unless there is a totally unexpected change in the 
psychological make-up of business men. 

On this occasion, criticism in detail would be mis- 
placed. In terms of intention, the White Paper speaks 
admirably for itself. But some doubt must be felt 
whether the instruments which it sets out are likely 
to be sufficient in themselves for the successful 
achievement of the high objectives. The Government 
have rightly refused to contemplate a solution by 
compulsion, but they do not seem to have gone far 
enough in adding sanctions to the suasions which they 
outline. The entrepreneur, in making his own plans, 
may not realise the wider economic implications of his 
actions; he may, indeed, entirely misjudge the 
situation. But will mere suasion be enough to divert 
him from any course which may, if he only knew it, 

rove harmful to himself and the community also ? 

e ensuing discussion on the White Paper will 
almost certainly centre on making the avoidance of 
the trade cycle “ worth while ” to the business man, 
in the short run, and to the whole community in the 


- long run. Much greater consideration will need to 


be given to a flexible taxation policy and more 
flexible budgeting, on which the White Paper is 
remarkably timid. 

A final reservation must be made on the relation 
between the White Paper proposals and the Govern- 
ment’s plans for our post-war overseas trade. There 
are two ways of protecting our domestic trade from 
the consequences of world depression: first, to 
eliminate such depression by international 
ments ; second, to insulate ourselves from it. Neither 
of these implicit conditions of full employment. is 
discussed in the White Paper, but it is inescapable 
that full employment in Britain depends not only on 
what we do, but also on what other nations may be 


prepared to do. 
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ae Design of Accounts 


M. de PAULA, 0.B.E., F.C.A. 


The accountancy profession will be grea’ 1 da pres 
to Mr, F. Sewell Bray and Mr. H. Basil Sheasby for 
their excellent book, “ Design of Accounts,’* and 
also to the Incorporated Accountants’ Research 
Committee under whose authority it has been 
published. Sincere thanks are also due to the dis- 
tinguished Chairman of the Research Committee, 
Mr. Bertram Nelson, whose restless soul ever drives 
him into the vanguard of the forces of progress. 
This book represents an invaluable contribution 
to our professional knowledge and technique. Mr. 
Basil Smallpeice recently reminded us “that the 
essence of professionalism—that is to say, the real 
as distinct from the conventional connotation—lies 
in the holding in trust for society of a specialised 
technique and body of knowledge ; and the respon- 


sibility of those engaged in a profession is always to 


see that the knowledge and the technique are de- 
veloped for the common good, and are neither 
polluted nor misused, even at cost to oneself.” All 
will agree with this apt definition, but some will feel 
very doubtful whether the profession has, in the past, 
done all that it should have done to build up and 
establish an accepted technique and. body of know- 
ledge for the assistance and guidance of its members. 


Individualism in the Profession 

The profession of accountancy is a very young one. 
It has been so successful and has developed so fast 
that the great majority of its members have been 
completely preoccupied with the conduct of their 
individual responsibilities ; in consequence, the pro- 
fession has developed upon entirely individualistic 
lines. Having qualified, each member has travelled 
on life’s journey and from his personal experiences 
has built up his own technique and body of know- 
ledge. Thus, accountants have become, to a high 
degree, individualists, which is immediately apparent 
whenever they meet to discuss any matters connected 
with their professional technique. This, it is sub- 
mitted, is the basic reason why practice differs 
so widely, to the bewilderment of society. 

It is not surprising, in fact, it was inevitable, that 
development should have been so _ completely 
individualistic in character, as until the Society in 
1937 set up its Research Committee and in 1942 the 
Institute its Taxation and Financial Relations 
Committee, the profession had not established any 
bodies for the development of research and educa- 
tion comparable with the research departments 
of Universities. In consequence, no provision 
was made for the building up of an accepted 
technique and body of scientific knowledge. In 


recent years the profession has felt the need for a © 


lems to think out many of the problems that have 
perplexing each one of us. Further, the 
pressure of public opinion has directed the thoughts 
of accountants towards the development of greater 

*Design 
and H. Basil Sheasby, A.C.A., A.S.A.A. Published for the 


Incorporated Accountants’ Research Committee by Oxford 
University Press. Price 12s. 6d. net. 
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of Accounts. By F. Sewell Bray, F.C.A., F.S.A.A\,_ 


uniformity in our professional technique, in par- — 
ticular regarding the form of presentation of the 
accounts of companies. 

It is for these reasons that the publication of this 
book is so very timely and help It represents a 
valuable addition to our professional knowledge in 
a field that is receiving close consideration at the 
present time not only by accountants but by the‘ 
legislature and the general public. Mr. Bray and 
Mr. Sheasby are to be congratulated upon both the 
general design of the book and the detail « of the text. 
It is certain that this work will be invaluable to all 
accountants and students, and, in addition, it will 
be of great interest to a wide public, particularly 
to directors and secretaries of com 

Mr. Richard A. Witty, President of the Society of 
Incorporated Accountants and Auditors, has written 
a graceful and thoughtful preface in which he points 
out that “in recent years, discussion as to the use 


.of accountancy eae has largely centred on two 


questions, namel Wy: (i) the inadequacy of published * 
accounts, and (ii) the use of accountancy data for 
management purposes, as a basis of action and not 
merely as a record of the past.” Mr. Witty also 
states that “it was with these objectives in mind 
that in 1937 the Research Committee commenced to 
anges a series of accounting forms which have since 
widely used and which have, as @ result of 
practical experience, been developed into the accounts 
shown in this book.’’ All will agree with his further 
observation that ‘‘ within the profession, too, there 
is need for discussion, particularly between members 
in practice and members who, through service in 
industry, are in close contact with the detailed 
problems of industry.’ 
: The Principles of Design 
In the first chapter the authors discuss, in an 
able manner, the principles of design. They point 
out that “one of the objects which the accurate 
design of accounting documents has in view is to 
ascertain those relations between groups of figures 


- by which the course of operations over both short 


and long periods of account may be interpreted.” 

They also state that “all accounts should have in 

view both simplicity and a disclosure of intetination 
sufficient to enable proper inferences to be drawn. 
In order that essentials may be readily grasped, the 
main accounts should be relieved of details that make 
them difficult to take in.’’ These maxims are the 
roots of good design and should be imprinted upon 
the mind of every accountant. All will agree with 
the authors’ views that “it is the duty of directors 
to render a plain and intelligible account of their 
conduct of a company’s business. . . . It has been 


well said that the control of business enterprise con- 
ducted in the form of public companies requires the 
publication of adequate and intelligible accounts and 
that this is but one return for the privilege of limited 
liability.” 

The authors wisely stress the great importance of 
grouping and simplicity. They rightly discard any 
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question of standardisation of form, but aim at 
uniformity of information, uniformity of classification 
or grouping, and uniformity in the choice and use of 
terms. Of all things they abhor “ uninformative 
omnibus headings.”” The benefits of grouping and 
simplicity are so obvious that it is surprising that 


so many published accounts are still drawn up in ~ 


accordance with the old uninformative methods. 


Published Accounts 
In the past, little attention has been paid to the 


form of published profit and loss accounts, but Mr. . 


Bray and Mr. Sheasby rightly consider that here 
also design is a matter of great importance. They 
stress the importance of showing clearly the opera- 
tional profit quite distinct from non-operational 
items, transfers to and from reserves, etc., and also 
they state that “‘every effort should be made to 
show the manner in which the true operational profit 
is built up.”’ They, therefore, recommend that the 
following should appear plainly—net sales, cost of 
materials, labour, works expenses, sub-contracts, 
selling and distribution expenses, cost of administra- 
tion and management and cost of fimance. As- 
regards the form of published revenue accounts, the 
foregoing is no doubt the ideal, but accounts upon 
these full lines could be achieved generally only by 
amendment of the company law. In this connection 
it is interesting to note that the Chairman of Imperial 
Chemical Industries, Ltd., recently disclosed the 
revenue figures of his great group of companies much 
upon the foregoing lines, which are, of course, closely 
in Jine with standard practice in the U.S.A. 

There is one direction in which many readers may 
feel disappointed and that is as regards the important 
subject of the accounts of holding companies. Only 


. One paragraph is devoted to this burning question, 


but the reason may be that this matter is to be the 
subject of further research. It is hoped that that 
is the intention and that we may look forward to a 
publication upon this vital subject which will include 
suggested forms for consolidated balance sheets and 
profit and loss accounts. 


Interpretation of Accounts 

A separate chapter of the book deals with the 
important subject of the interpretation of accounts, 
which is of particular concern to the management of 
a business undertaking. This is a subject that has 
not received from the profession anything like the 
degree of attention that it deserves. 

The authors, in this connection, give a most helpful 
description of the use of accounting ratios. Most 
accountants will agree with them when they state 
that “‘in this country the use of accounting ratios 
is still somewhat of a novelty. . . . It is, therefore, 
not inopportune to suggest that professional 
accountants should examine a little more closely this 
idea of accounting ratios, more particularly in relation 
to the analysis of balance sheets and income 
statements.” Be 

Specimen Forms 

The book includes a number of specimen forms of 
accounts, including a specimen form of a company 
balance sheet as related to the requirements of the 
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Companies Act, 1929. The provisions of the Act 
as regards the profit and loss account are also given. 
Students, particularly, should find this information 
most helpful. There are also specimen forms of 
published company balance sheets and profit and loss 
accounts, the form of presentation of which is 
excellent. 

Lastly, the book includes specimen forms of 
accounts for twenty-five specific undertakings, in- 
cluding executorships ard trusts. In this part of 
the book the authors have broken new ground, and 
it is certain that these forms will be of great assistance 
to all accountants. The design of these specimen 
accounts is excellent: they are simple, clear and 
practical. cafe 

In an appendix, there are reproduced the recom- 
mendations on accounting principles Nos. I to VI 
of the Council of the Institute of Chartered 
Accountants in England and Wales. By this means 
the recommendations of Mr. Bray and Mr. Sheasby can 
be compared with those of the Council of the Institute. 

The profession will hope that the Research Com- 
mittee of the Society, having made such an excellent 
start, will be encouraged to continue its invaluable 
research work. In view of the vast changes taking 
place in the world it is urgently necessary that the 
accountancy profession should make sure that it is 
fully equipped to meet its ever-increasing respon- 
sibilities. It is obviously wise, 
accountants to reconsider and strengthen their 


specialised technique. 


THE INSTITUTE OF 
MUNICIPAL TREASURERS AND 
ACCOUNTANTS | 


The fifty-ninth annual meeting of the Institute of 
Municipal Treasurers and Accountants was held at 
Guildhall, City of London, on June 15. The President, 
Mr. Hugh R. Ralph, F.S.A.A., emphasised that the 
Institute could not take part in deciding matters of 


- policy, which must be left to the local authorities, i.e. 


the elected representatives. Unfortunately, there were 
many associations of local authorities with conflicting 
views and interests. It was difficult to justify control of 
electricity, gas, water, and transport undertakings by 
bodies created for the purpose of providing health and 
protective communal services, most of which were too 
small to provide a suitable area of supply. Unless all 
types of local authorities could shed their “ class con- 
sciousness,’’ it might be impossible to prevent the creation 
of a number of new ad hoc authorities. In the administra- 
tion of the Education Act, 1944, co-operation and mutual 
trust would be needed between the education authorities 
and the excepted districts and divisional executives. 
Local rates would have to meet additional expenditure 
of over £36 million for education and health services, 


“ with another {12 to £15 million for housing, and additional 


burdens for roads and other services which could not be 
estimated. There was every indication of an ultimate 
increase in average rate levels of about 30 per cent. He 
had every confidence in the ability of the people to 
surmount the troubles and trials which peace would 
bring, but peace would produce no bed of roses for those 
who had given their lives to local government, either as 
representatives or as officers. 


therefore, for. 
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The two international monetary plans issued about 
a year age by United States and British Treasury 
bi a tabilisation Fund and Clearing Union 
schemes—have been successfully married. The 
oduct of this union is the International Monet 
und scheme. It has received the approval—albeit 
rather grudging—of both Houses of Parliament in 
this country, as “a suitable foundation for further 
international consultation.” At this very moment 
it is the main object of study and discussion by an 
international monetary conference which is meeting 


at Bretton Woods, New Hampshire, U.S.A. The 


conference now taking place is not a meeting of 
plenipotentiaries. Its findings will have to be sub- 
mitted for approval. to the legislatures of the many 
nations that are there represented. None the less, the 
conference has been [lifted to a higher e than the 
expert level at which these monetary discussions have 
hitherto been taking place, and one is justified in 
hoping that as a result of the present talks, it will 
soon become, possible to discern the shape of the 
post-war international monetary organisation. 

In describing the outlines of the new scheme, some 
differences between the compromise and its two 
components*should first be noted. They are striking 
differences, but not necessarily important. In the 
first place, the Fund will not be a bank. The member 
countries will not draw on it, but it will bank with 
the member countries, which undertake to grant to 
the Fund facilities to hold or to draw on their local 
funds. The difference is not an important one. It 
may, in some respects, be compared with the distinc- 
tion between inter-bank nostro and vostro accounts. 
But it has this important result: it renders un- 
necessary the fabrication of a new international 
monetary unit. The gis yore of a bancor or a unitas 
have vanished. They will not be greatly missed. In 
the second place, the Monetary Fund, unlike the 
Clearing Union, will begin with certain assets. 
Member countries are to subscribe in gold and local 
currencies quotas which will altogether. amount to 
about $10,000 million. The amount which must be 
paid in gold is to be fixed at 25 per cent. of the quota 
for each country, or 10 per cent. of its holding of 
gold and gold-convertible exchange—whichever is the 
smaller—so that there is no threat in the scheme of 
squeezing the gold-poor countries. 

: Purposes .and Methods 

The main purposes of the Fund will be to promote 
international monetary co-operation by providing 
machinery for consultation, to promote the stability 
of exchanges (though rigid stability in the gold 
standard manner is not its objective), and to make 
its resources available to member countries, thus 
enabling them to correct maladjustments in their 
balance of payments without immediately resorting 
to correctives that would injure their own prosperity 
and that of their neighbours. Neither the location 
nor the organisation of the Monetary Fund has been 
defined. fi type of operations it would transact 
has, however, been indicated with some precision in 
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the experts’ joint statement. The member countries, 
having paid their quotas to the Fund, will be able to 
deal with the Fund through their Treasuries, central 
banks, or other official agencies.. The Fund will 
an account in each member country’s currency wi 
the central bank of that country. In each member 
country the foreign exchange market will function 
in whatever may be the normal way for that country, 
and approach to the Fund will only be made for the 
settlement of uncleared balances. When a member 
country finds it is unable to meet its requirements 
of a certain currency in its own market, it will be 
able to buy the required currency from the Fund 
against payment of its own currency. There will be 
limitations to this right, and they may arise either 
from the fact that the Fund already holds too much 
of the prospective buyer’s currency, or because the 
required currency: has been declared in short supply. 
in which latter case a form of rationing will be 
decreed. If a currency bécomes scarce (in other 
words, if a member country refuses to take payment 
in goods and services for its exports), various correc- 
tive measures are provided. In the first place, the 
Fund may borrow currency from a member country, 
or it may offer gold to a member country in exchange 
for its currency. If, after these obviously temporary 
devices, the currency in question still remains scarce 
and the Fund’s holding of it nears exhaustion, a 
rationing scheme ‘may be introduced, and other 
member countries may temporarily restrict the freedom. 
of exchange operations in that particular currency. 
The Monetary Fund scheme, though it provides 
for exchange discrimination against a scarce currency, 
regards as normal a free exchange system in which 
currencies will be multilaterally convertible. The 
two main exceptions to this principle of freedom and 
non-discrimination are the transitional 


arrangements 
- designed for the immediate post-war period (a three~ 


year period is tentatively envisaged) and the pro- 
visions made for the control of capital transactions. 
During the transitional period member countries 
may maintain exchange regulations in operation 
during the war, and free convertibility of a currency 
is not to apply to debts which have accumulated as a 
result of current transactions while exchange restric- 
tions were in operation. This means that abnormal 
sterling balances accumulated by Empire countries 
during the war would not, under the oad , become 
multilaterally convertible into other currencies. As 
regards capital transactions, the scheme states that 
no member country may use the Fund’s resources to 
meet a large or sustained outflow of capital. This 
provision envisages a permanent supervision of capital 
movements by the member countries, and—since 
capital and current trade transactions can be in- 
extricably intermixed—it also opens the door to a 
permanent form of exchange control, provided this 


. control involves no discriminatory currency arrange- 


ments or multiple currency practices (the creation, 
for as of various shades and types of blocked 
sterling). — 


‘tantamount to an attempt to rep. 
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The Function of Gold . 


The place of gold in the Monetary Fund scheme is, ~ 


at least as far as this country is concerned, its most 
controversial-aspect, and calls. for the most dispas- 
sionate and objective consideration. Part of the Fund’s 
assets will be kept in gold, since part of the quotas 
must be paid in gold. Since these quotas need not 
amount to more than one-tenth of each member 
country’s gold and gold exchange reserves, the part 
which gold will play in the current operations of the 


Fund is unlikely to be important. Gold will be used © 


as the measuring stick for expressing the par value 


- of the members’ currencies. It will not, however, be 


a rigid measuring stick. If every member country 
having 10 per cent. or more of the aggregate quotas 
approves, an agreed uniform change in the currency 
value of gold may be made. Moreover, every member 


_ country may, on its own initiative, but after con- 


sultation with the Fund, change the gold parity of 
its currency by up to 10 per cent. A further 10 per 
cent. may be granted by the Fund on application 
from the member country. In judging such a request, 
the Fund must be satisfied that it is required to correct 
a fur lamental disequilibrium ; but the request must 
not be rejected because of social or political policies 
of the country applying for a change. These conditions 
must be accepted as given, and the external value of 
the member country’s currency must be adjusted to 
them. This is a very far cry from the gold standard. 


Under no circumstances can member countries be ~ 


compelled to part with gold in order to restore 
equilibrium in their balance of payments, though a 
member country may have to accept gold and sell its 


own currency if that currency becomes scarce. These . 


gold provisions are flexible in the extreme, and by no 
stretch of the imagination can they be regarded as 

late the shackles 
of the gold standard on the member countries. 


Advantages to Britain 

In describing the significance of the Monetary 
Fund scheme for this country, one cannot do better 
than follow the explanatory line taken during the 
recent House of Lords debate by Lord Keynes, the 
main sponsor of the scheme on the British side, and 
the leader of the British delegation now at Bretton 
Woods. Lord Keynes commended the new plan as 
being in some respects a considerable improvement 
on either of its parents. Looking at it from the 
British — of view, he discerned five major advan- 

es. e first. is that under the plan, Britain will 
be entitled during the post-war transitional period to 
retain any of the special war-time restrictions on 
freedom of exchange dealing, and special arrange- 
ments with the sterling area operated during the war. 
Secondly, it will help sterling to become a freel 
convertible, and therefore, a world currency again 
when this country is again strong enough to live on 
its own resources. To retreat in fright from this 
prospect, as many critics of the scheme have done, 
and to suggest in its stead a “ Schachtian ” system 
of bilateral and barter agreements, would be defeatism 
at its worst. Unless sterling regains its free convert- 
ibility and its status as an international currency, 
even the sterling area must fall to pieces. Lord Keynes 
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admitted that such an alternative “‘.as a technique of 
little Englandism‘ adopted as a last resort when all 
else had failed us, with this country driven to autarky, 
keeping ‘itself to itself in a harsh and i 

world, might make more sense. But those who talk 
this way, in the expectation that the rest of the 
Commonwealth will throw in their lot on these lines 
and cut their free commercial relations with the rest 
of the world, can have little idea how this Empire 


has grown, or by what means it can be sustained.” 
The third great advantage of the scheme is that it | 


will make what is in effect a great addition to the 
world’s stock of monetary reserves. For the whole 
world the quotas would be equivalent to £2,500 
million, and our own share of this, according to Lord 
Keynes, would be £325,000,000, a sum which may 
easily double or more than double the reserves we 
shall otherwise hold at the end of the transition 

i This is an advantage not to be lightly waved 
aside. Fourthly, the scheme places the main respons- 
ibility for maintaining equilibrium in international 
payments on the creditor nations. Adjustment will 
not take place by way of deflation in the deficit 
countries, but by expansion in the surplus countries, 
or, if the worst comes to the worst, by rationing the 
creditor’s currency. To have got the Americans to 
agree to this proposal was both an achievement on 
the part of the other experts, and a token of the 
readiness of the former to sacrifice their own short- 
run interests in order to serve the ultimate cause of 
world order in monetary affairs. Lastly, the plan 
sets up an international institution which will not 
merely preserve orderly arrangements in exchange 
matters, but will provide a regular meeting place 
where responsible authorities of the important nations 


of the world will be able to discuss the dangers and ~ 


problems which the future is bound to bring. 

The Monetary Fund scheme is poles apart from the 
technique of the rigid gold standard, and from the philo- 
sophies under which the world’s mone mechanism 
had to function between the two wars. The scheme is 
designed to serve an expansionist economic policy, 
and is completely attuned to the aim of maintaining 
full employment’ in all the participating countries. 
It ensures that in future the external value of sterling 
will conform to its internal value as determined by 
Britain’s domestic policies, and not the other way 
around. It offers the promise-of reasonable exchange 
stability and all that that means for the full develop- 
ment of international trade, but at the same time, it 
removes the threat of deflation and economic de- 
pees at home dictated by influences from outside. 

ether the scheme achieves these objectives de- 
pends not so much on its details as on the way in 
which it is to be worked. The gold standard, had it 
been worked intelligently and had it operated between 
the two wars in an atmosphere of international peace 
and co-operation, would not have been found wanting. 
It is what the nations of the world put into the 
monetary plan and the other schemes that are being 
designed in conjunction with it that will determine 
their results. But it can at least be said that the 
Monetary Fund scheme has in it nothing that will 
of itself impede the ideals of economic expansion and 
betterment that inspired the experts whe evolved it. 
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Company Law Amendment Committee 
Memorandum of Evidence by the Society of Incorporated Accountants and Auditors 


This memorandum was considered by 


the Company Law Amendment Committee on its seventeenth 


oe es Ceo 1944. Oral evidence was submitted on behalf of the Society by Mr. E. Cassleton 
' Elliott, Past-President, and Mr. A. Stuart Allen, member of the Council. We hope to include a report 
of the oval evidence in our next issue. 


1, The experience of three quarters of a century has 

ved the advantages of the system of limited liability ; 

t there is a danger that its privileges may become so 
familiar as to be taken for granted. 

2. The attention of Public Departments is mainly 
directed to companies whose special difficulties call for 
investigation. We have endeavoured to form a balanced 
estimate of the nature and extent of abuses. 

3. We believe that the great majority of companies 


.(both public and private) are honestly and properly | 


conducted, and that the Companies Act, 1929, has 
operated satisfactorily in relation to them. The majority 
should not be hampered in the conduct of their affairs 
by amendments designed to correct the malpractices 
and shortcomings of a minority, and for this reason 
the legislation necessary to prevent abuses should be 
restricted to the essential minimum. 

~ 4. Modern accountancy practice in relation to the form 
and presentation of reports and accounts far exceeds the 
minimum ibed by the Companies Act, 1929, and 
this tendency should be encouraged. As and when 
improvements are found to be generally feasible they 
can be given the force of law. 


I. RESTRICTIONS ON THE USE.OF NAMES 

_ 5. We would support the views expressed by the Regis- 
trar of Companies, Mr. Percy Martin, in his evidence. 
The present system works well in the registration of a 
genuine enterprise. 

II. SHARES OF NO PAR VALUE 

6. We have had the advantage of first-hand opinions 
from the United States of America which lead to no very 
definite conclusion. The introduction of shares of no par 
value would represent an almost revolutionary change 
in company practice in Great Britain. To justify such a 
change it is necessary to be satisfied that the new system 
would offer substantial over-all advantages. A review 
of the information before us and of the considerations 
involved indicates that the system would not satisfy 
III. PROSPECTUSES AND OFFERS FOR SALE 

(a) CONTENTS OF AND AUTHENTICATION OF INFORMA- 

TION IN :— 
(i) PROSPECTUSES 

7. There is an inherent dilemma in regard to the 
information in prespectuses. When the information is 
comprehensive and complete, the potential investor 
may find some difficulty in discerning the facts which 
are really salient. Nevertheless, as the prospec 
the basis of a contract between the investor and the 
company it must be comprehensive. 

8. The public are entitled to all the important elements 
of information which would be required by a private 
investor. 

9. We suggest that the part of the prospectus which 
deals with facts should be clearly separated from that 

which deals with matters of opinion. 

10. The prospectus should comprise, where appropriate, 
a summarized record of results for at eed three 

, including past profits earned and dividends paid 
the businesses to be acquired, without tion 
or adjustment, and in sufficient detail to throw up all 


tus is 


relevant points, particularly those which would be 
varied as.a consequence of the flotation. This can prob- 
ably be best effected by a columnar summary of past: 
profit and loss accoun in accordance with 
our recommendations in section VIII (a)—and of past 
balance sheets. This summary statement would permit 
a reasoned, although possibly not an exhaustive, opinion 
to be formed on the new capitalization and the profits 
likely to be available for distribution. 

11. The writing up of assets for the purposes of the 
prospectus would become readily apparent from this 
statement and the reasons could be stated. Again, a 
review of the main fixed assets over a brief period would 
indicate the effective depreciation provided. There 
should be attached to the proposed columnar summary 
of information a certificate by the auditors of the com- 
pany so that the statement of the directors would be 
supported by the professional view of accountants. 

12. Past results, however, must be viewed in the light 
of the financial and other circumstances which will 
operate in ‘the future ; for example, the effect on the 
profits of remuneration to be paid under service agree- 
ments, directors’ fees, the proposed programme of 
depreciation, possible fixed interest charges. While all 
these items involve amounts, set forth in the prospectus, 
they are future payments or provisions, and it would be 
inappropriate that such adjustments should bear an 
auditor's certificate. 

13. It is submitted that paragraph 13 of Part I of the - 
Fourth Schedule to the Companies Act, 1929, should 
be amended so as to require a brief statement of the 
contents of, as well as of the dates of and parties to, 
every contract material to a reasonable understanding 
of the prospectus. 

14. Wé are of the opinion that in a number of cases 
the cost of making an issue to the public has represented 
an unduly high proportion of the amount of capital 
sought. Circumstances, however, differ so widely that 
to set a limit is impracticable, especially as any maximum 
would tend to become the universal minimum. We 
recommend, however, that the estimate of the expenses 
of the issue should be included in some gy 

15. We consider that no application form should 
appear in any press announcement, and we mmend 
that a period of at least seven days should elapse between 
the advertisement of a prospectus and the opening of 
the subscription lists. 

(ii) OFFERS FOR SALE 

16. In our opinion whenever the public are invited to 
acquire the shares of a company it should be a condition 
precedent that the full information which we deem 
necessary for a prospectus should be publicly available 
and should accompany the invitation. 

(iii) STATEMENTS IN LIEU OF PROSPECTUSES 
17. We have no particular observations to offer, ap 


that for the information of the public and investors 


essential information required for a prospectus, including 
those additions which we have suggested, is equally 
necessary for a statement in lieu of prospectus. 
(iv) Stock EXCHANGE REQUIREMENTS 
18. We recommend that the Companies Act should 
provide that before permission to deal in the shares in 


a 


a 
|i 


(b) UNDERWRITING 


(c) MINIMUM SUBSCRIPTION 
No evidence. 


IV. PRIVATE COMPANIES 

(a) RESTRICTIONS AND REQUIREMENTS ON FORMATION 

21. Generally speaking, we consider that the present 
requirements in relation to the formation of private 
companies are satisfactory. We confirm the view that 
membership of a private company should be restricted 
to fifty persons except in the circumstances indicated in 
the present Act, and that the conditions under which 
a private company should forfeit its privileged position 
should be maintained. 

22. Although we have received a of views on 
private companies, these mainly relate to details and 
particular difficulties. Nothing which has been said has 
disturbed the reality that the private limited company 
has developed in the course of years until it now plays a 
major part in the field of industry and commercial 
activity. Apart from minor matters dealt with hereafter, 
we should deplore any changes affecting private com- 
panies which might tend to restrict their present useful 

’ contribution to the national economic life. 

23. We have considered a suggestion that no private 
company should be registered with less than a minimum 
capital, to be prescribed by statute. It would, however, 
be very difficult to ensure that the stated capital of a 
new company was genuinely represented by valuable 
assets unless auditors’ and valuers’ certificates were 
filed. 

24. Moreover, the restriction would in our view be a 
deterrent to enterprise, and would involve invidious 

_ discrimination in favour of people able to command 
capital in excess of a statutory minimum. A person who 
wishes to start or enlarge a small business but is not 
himself possessed of sufficient capital may be able to 

. persuade a few friends to take shares in a company with 
fim ited liability, although they might not be willing to 
enter into a partnership with the risk of losing 
considerably more than the sums they had consented 
to invest in the business. A private company also pro- 
vides a convenient means for giving members of a family 
an interest in a small business and is an incentive to 
the continuation of old established but small under- 
takings. 

25. Similarly, although the suggestion of a deposit 
‘with the Board of Trade on the formation of a small 
company would afford some limited protection to credit- 
ors, it would impose a definite handicap on enterprise 
and we cannot recommend the suggestion. 

_ 26. We have observed from the views submitted to us 
by our members that while for public companies the 
emphasis is on the protection of the shareholders, in 
the case of private companies it is rather on ea Tear 
of the creditors. 

(b) IssUE OF LOAN CAPITAL 

27. We cannot go so far as to suggest that a private 
company should not be permitted to issue debentures 
constituting a floating charge over the whole of the 
assets of the company. But the unrestricted power 
of a private company to issue debentures with a floating 
charge can lend itself to considerable abuse. A principal 
shareholder—in fact the owner of the business—can, 
in certain circumstances, place himself in a preferential 
position in front of all creditors through the company 
issuing to him a debentyre with a floating charge attached 
in respect of sums due or alleged to be due to him by the 


. 
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company. Such a debenture may easily defeat the legiti- 
mate claims of creditors. It need not, however, be 
assumed that all such debentures are essentially bad in 
principle : persons interested in the welfare of a company 
pecs amd a ceding sag ap ete yr ek vay 1204 

or personal finance to the company, upon the security 
of a debenture. 

28. In the light of all these considerations we recom- 
mend that if a debenture secured by a floating charge 
is issued by a private company the company should be 
required to file a balance sheet made up to a date not 
more than six months prior to the date of the debenture 
and so long as the debenture is outstanding should be 
required to include with its annual return a copy of its 
balance sheet. This proposal does not extend to a charge 
or mortgage on particular assets. 

(c) RESTRICTIONS ON TRANSFER OF SHARES 

29. It has been urged upon us that the unfettered 
discretion vested in the directors by the ‘provisions of 


articles is open to abuse and that it places the individual 


shareholder largely at the mercy of the board should he 
wish to dispose of his shareholding. That injustice does 
occur cannot be disputed, but the instances brought to 
our notice are so divergent that no single formula can 
apply to all. 

30. We conclude that the only feasible course is to 
recommend precautions that will act as a deterrent to 
arbitrary use of the power to refuse registration of 
transfers. We therefore suggest :-— 

(i) That where the articles provide for the annual 
determination of the price of the company’s shares, 
in the event of the directors refusing to register a 
transfer, the shares shall be on offer—first to other 
shareholders or, secondly, to any outside persons ap- 
proved by the directors—through the agency of the 
company at the stipulated price for a period of, say, 
two months. In the event of the company finding 
no buyer within that period, the holder shall be 
free to offer the shares to any third party at the 
stipulated price, and-the directors shall be bound 
to register the consequent transfer. 


(ii) That when the articles. do not so provide, 


then on any refusal to register a transfer or in the 
event of a shareholder notifying the company of 
his desire to dispose of his shareholding, the intend- 
ing vendor, if no satisfactory offer is forthcoming, 
can require that the auditor shall make a valuation 
of the shares. If this valuation is accepted both by 
the shareholder and by the board, the subsequent 
procedure shall then be as in (i) above. If the audit- 
or’s valuation is challenged by either party, the 
valuation shall be settled by arbitration. 

31. The foregoing should not apply to shares made 
available to employees, which are usually subject to a 
condition that they shall be re-transferred at the original 
price on the death or retirement of the employee. 

© DISCLOSURE OF ACCOUNTS 

. The present provision in the Companies Act, under 
which shareholders in a private company may obtain 
only upon payment a copy of the balance sheet and the 
auditor’s report, is unsatisfactory. We, therefore, 
recommend that the same accounts and documents which 
we recommend in the case of a public company should 
be supplied by a private company to each member who is 
entitled to receive a notice of general meetings, and that 
such accounts and documents should be placed in the 
hands of shareholders at least fourteen days before the 
annual general meeting. 

(e) GENERAL OBSERVATIONS 

33. Generally we are of opinion that the preservation 
of the private limited company in its present form is 
desirable in the national interest and that differences and 
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34. On the line of thought to which we have been led 
by ‘these deliberations, goodwill and understanding 
between the members of a private company are almost 
as essential to the proper conduct of the company’s busi- 
ness as are in the case of a partnership. Where by 
lapse of time or for other reasons irreconcilable divergence 
of interest has come about, a remedy should exist 
in a right of application to the Courts by the dissatisfied 
shareholder. In the event of such an application the 
remaining shareholders, or any of them, should be 
entitled to submit for the approval of the Courts an 
offer for the purchase of the applicant's shares, and the 
Court should be empowered to order a transfer accord 
ingly. 

35. Our attention has been called to fairly numerous 
instances of neglect or irregularity on the part of private 
companies to comply with the Companies Act as regards 
holding general meetings, appointment of directors and 
appointment of auditors. It is probably a matter of 
administration rather than of law to ensure that a higher 

standard of regularity is observed by private se og 
V. DEBENTURES 

(a) POWER TO CREATE AND ISSUE DEBENTURES 

36. We do not propose to offer any observations on 
tile sentoes Cir, than: theese ts eametee “to private 
COMERS (supra). 

(b) POWERS, DUTIES AND POSITION OF :— 

(i) TRUSTEES 

37. No evidence. 

(ii) RECEIVERS 

38. A receiver appointed on behalf of debenture 
holders under a document creating a floating charge 
should be under obligation to prepare every six months 
a progress report of the receivership and, in particular, 
to furnish information of assets realised to date, of the 
results of the trading (if any) carried on by him, and of 

. the expenses incurred relating to the receivership. The 
report should be :— 

(a) placed on the file of the Registrar of Joint 
Stock Companies. 

(b) issued to the debenture holders and their 
trustees (if any). 

(c) issued to all creditors for an amount in excess 
of ten pounds. 

(d) issued to shareholders. 

(e) filed with the Court, where. thi réceiver ‘is 
appointed by the Court.. 


REGISTER OF MEMBERS AND DEBENTURE 
HOLDERS: SHARES AND DEBENTURES 
HELD BY NOMINEES 

(a) REGISTER OF MEMBERS 

39. The present position, whereby a complete return 
of members must be filed with the Registrar of Joint 
Stock Companies every year as part of the annual return, 
is cumbersome, and, in our view, unnecessary. e, 
therefore, recommend that a complete return of members 
should be required to be filed at least once in five years 
and that a return of interim changes should be filed 
annually, together with the other information at present 
prescribed : but powers should be vested in the Registrar 
or the Board of Trade to require that a particular com- 
pany shall file a complete list of members every year, 
and a similar option should be permitted to the company 
itself. 

40. In the case of a private company, where no change 
has taken place since the preceding return, the Registrar 
might accept a statement of ‘‘ no change.” This would 
avoid considerable clerical work without reducing 
available information. 
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(b) SHARES AND DEBENTURES HELD BY NOMINEES 
We have had many divergent views submitted 
to us. 

42. We are, however, conscious that there are many 
causes leading to the tion of shares in the names 
of persons other than the holders of the ultimate benefic- 
ial interest. Shares are very largely registered in the 
names of banks for reasons of security and for the con- 
venience of shareholders, and shares belonging to stock 
jobbers or other financial interests are constantly 

in the names of pledgees, while there are 
innumerable bona fide trusts where the legal holders 
(the trustees) have no real interest in the shares statitling 
in their names, and a oe ey 
be difficult of definition. 

43. We have reached the conclusion that any attempt 
to remedy certain admitted evils would cause dislocation 
in the administration of affairs of public companies, and 
that generally the additional information which it has 
been suggested should be disclosed would-not be likely 
to be available in time to prevent the ills which disclosure 


_ is designed to avoid. We feel moreover that unscrupulous 


persons would find means of evading the most elaborate 
protective devices. 

44. The reasons which lead us not to recommend any 
change in the registration of holdings of shares in public 
companies do not operate with equal force for private 
companies. The registers of private companies should 
in our opinion record the names of the beneficial owners. 
VII. FINANCIAL RELATIONS BETWEEN COM- 

PANIES (INCLUDING SUBSIDIARY COMPANIES) 


AND DIRECTORS AND FORMER DIRECTORS - 


(a) SHARE DEALINGS 

45. No evidence. 

(b) REMUNERATION AND OTHER EMOLUMENTS OR 

ADVANTAGES (TO DiRECTORS) 

46. We adhere to the present position in the Companies 
Act as regards the statement in the accounts of fees paid 
to directors, including such fees as may be paid to them 
as directors of subsidiaries. It has been represented that 
this information conveys but an inadequate impression 
of the actual remuneration which working or full time 
directors may be paid by the company. We submit, 
however, that the remuneration, apart from normal 

ees, paid to a managing director or whole time or part 
ime working director is in its essence not different from 
the remuneration paid to any other employee of a com- 
pany. We see no reason why such amounts should be 
disclosed. 

47. The Companies Act 1929 (Fourth Schedule, part I, 

ph 15) requires the disclosure in a prospectus of 
full particulars of the interest of directors in a property 
proposed to be acquired by the company. We are of 
opinion that directors’ interests in subsequent transac- 
tions with the company other than in the normal course 
of trading should also be disclosed to shareholders in 
the directors’ annual report. 

(c) Vottinc (By DIRECTORS) ON MATTERS IN WHICH 

THEY ARE INTERESTED 
. 48. We suggest that it should be clearly laid down that 
in the case of a public company a director should be 
prohibited from voting at a board meeting on any matter 
in which he has directly or indirectly an interest. 
VIII. ACCOUNTS 
(a) Form AND CONTENTS OF BALANCE SHEETS AND 
ProFit AND Loss ACCOUNTS 

49. We feel that it is not practicable to lay down 
detailed regulations prescribing the exact form and 
contents of accounts for all companies. But we have 
endeavoured to set out certain general principles, the 
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observance of which should in our view be made com- 
pulsory by statute. 
ProFit AND Loss ACCOUNTS 

50. From the accounting aintain. the information 

to be furnished to members of any company should be 
paid to inform the members as fully as possible of 
the progress and fortunes of the company in the period 
under review. 

51. The profit and loss account should open with the 
amount of the trading profit, ascertained on a consistent 
basis one period with another. The account should be 
required to show separately. items abnormal in character 
and extraneous to the period covered ; the amounts of 
depreciation written off fixed assets during the relevant 
period or the amount of the provision therefor ; directors’ 
remuneration (in accordance with the provisions of 
Section 128 (1) (c) and subject to the -qualifications 
contained in Section 128 (3) of the Companies Act 1929) ; 
transfers to and from reserves ; taxation provisions (see 
next paragraph) ; dividends from subsidiary companies ; 
dividends from associated companies ; and income from 
other investments. 

52. We consider that it is frequently sound practice 
that a reserve should be a. for taxation payable 
irr respect of the profits for the period covered by the 
accounts, so far as this can be ascertained or estimated 
-when the accounts are compiled. This is not always 
feasible and cannot be enjoined by statute, and it will 
not normally be possible in the case of taxes payable in 
foreign countries. In all cases the basis of the taxation 
provision should be stated either in the accounts or in 
the directors’ report. 

53. We have recommended in Section IX that the 
auditors should report to the members on the profit and 
loss account. 

BALANCE SHEETS 

54. We recommend that all’ free reserves should be 
required to be disclosed separately on the face of the 
balance sheet. This requirement should not extend to 
provisions made for estimated losses or expenses which 
are not definitely ascertainable at the date of making up 
the company’s accounts, but to which it is sound and 
proper to have regard in arriving at the profit or_loss 
for the year or other period. 

55. It should in our view be compulsory to show the 
investments of the company’s funds in each of the 


following categories with information as to the bases _ 


of valuation :— 


(i) Stocks, shares and debentures in subsidiary 
companies. 

(ii) Investments of a permanent character in 
associated and other companies, if not readily 
realisable. 

(iii) Loans to subsidiary and associated com- 
panies shown separately. 

(iv) Investments in marketable securities—in 

“ . respect of which there should be a note of the 
valuation of such investments by reference to the 

» quoted or market prices at the date upon which 
the balance sheet is made up.. 

56. The inclusion of dividends recommended to be paid" 
has advantages but opinion is not sufficiently crystallised 
on this point to justify a statutory requirement at 

t. In any event, we consider that the gross amount 

of dividends and the income tax deductible should be 
shown, the net amount being charged in the appro- 
tion account. 

57. Subject to the foregoing observations, we are of 
opinion that the requirements of the Companies Act, 
1929, as generally interpreted in modern practice, suffice 
to disclose adequate information for the members of 


the company. We have noted with approval the com- 
mon practice of grouping the assets according to their 
general character, and of inserting comparative figures 
for the previous year (also in the profit and loss account). 
We do not, however, recommend that these points 
should be embodied in legislation owing to the consider- 
able variation in the circumstances of companies. 

(b) CIRCULATION AND INSPECTION 

58. We recommend that the profit and loss account 
should be subject to the same statutory requirements 
in regard to circulation, inspection and filing as the 


- balance sheet. 


IX. APPOINTMENT AND FUNCTIONS OF 
AUDITORS t 

59. Various suggestions have been received and con- 
sidered by us, but we are of opinion that no change is 
needed in the law governing the appointment and func- 
tions of auditors of companies. 

60. Two interesting proposals were that a company 


‘should be required to appoint an individual, and not a 


firm, to audit its accounts ; and that an auditor should 
hold office for a fixed term of years, at the end of which 
he would not be eligible for reappointment, in lieu of the 
mt practice of annual appointment by the shate- 
holders with the possibility of re-election at each annual 
meeting indefinitely. 

61. Comparing these proposals with the present 
practice of annual appointment by the shareholders, 
we have reached the conclusion that they would 
be unlikely to offer any real advantage. Where an 
individual auditor is a partner in a firm of accountants 
the detailed work of the audit is in practice conducted 
by the staff of the firm exactly as if the firm were the 
appointee, the only real difference being in the signature 
of the audit certificate by the supervising partner. If 
the change were made the legal responsibility would 
rest on the individual partner and not on the firm, and 
there would be the necessity to make a new appointment 
if the individual auditor died or retired. 

62. The Companies Act refers to the auditor and his 
functions ; it does not, however, attempt any definition 
of the class of persons who are deemed to be competent 
to perform these important functions. This weakness 
could be remedied on the lines followed in other Acts of 
Parliament. 

63. After full consideration we are of opinion that the 
responsibility and independence of auditors, which are 
essential to.the proper discharge of their functions, have 
been well maintained. Subject to our observations in 
paragraph 62, we therefore recommend no change in the 
statutory provisions relating to their appointment. 

64. We consider that the auditor’s report should 
relate not only to the balance sheet but also to the profit 
and loss account. 


X. RELATIONS OF HOLDING AND SUBSIDIARY 
COMPANIES 
(a) DEFINITION OF SUBSIDIARY COMPANY 
65. In our opinion the definition of a subsidiary 


company contained in Section 127 of the Companies 


Act 1929 is satisfactory. 

66. We recommend, however, that in future legislation 
it be enacted that all statutory provisions enforceable 
on a parent company in relation to a direct subsidiary 
company should extend also to a company in which the 
parent company has directly or indirectly the ownership 
or rights defined by Section 127 of the Companies Act 
1929. 

(b) DiscLosuRE OF INFORMATION AS TO SUBSIDIARY 

COMPANIES 
(c) CoNSOLIDATED AccOUNTS  — 
67. In relation. to single companies we have recom- 
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mended the minimum particulars which we deem essen- 
tial so that shareholders may be adequately informed. 

68. Group concerns present additional problems 
directly proportional to the complexity of the group 

structure. We are aware that they afford opportunities 
to submerge reality in the maze of inter-company records. 
Such points as the transfer of stocks between member 
companies at inflated prices and the distribution as 
dividends of earnings accrued prior to the entry of a 
member company into the group are instances of what 
may be reprehensible and misleading. To legislate against 
all possible malpractices would impose undue burdens 
on well-conducted enterprises, and it should be remem- 
bered that group accounting owes its development to 
many of these. It is difficult, therefore, to lay down 

ise rules which shall ensure that essential information 
relative to the total activities of the group shall be 
available to the shareholders of the parent company. 

69. Practice in this connection is in process of develop- 
ment and the best type of modern consolidated balance 
sheet and profit and loss account affords much of the 
informative material which we have in mind. We con- 
sider that whenever possible a consolidated balance 
sheet and profit and loss account should be prepared 
and presented to the shareholders. It does not, however, 
follow that this method is most apt for all group concerns 
and we do not feel able at present to recommend that 
it should be a requirement of the companies Act. Precise 
legal compulsion may be found practicable when group 
accounting has been developed further in the light of 

ence. : 

70. We recommend, however, that Section 126 of the 
Companies Act, 1929 should be strengthened in order 
to provide for certain minimum requirements, namely, 
that there should be issued to shareholders of a holding 


company which is a public company together with that | 


company’s own accounts an aggregate summary of the 
profit and loss accounts of the subsidiary companies, 
showing the earnings of the wholly-owned subsidiaries 
together with the appropriate proportion of the earnings 
of partially owned enterprises with the same detail and 
on the same basis as we recommend for single companies. 

71. We also recommend that there shall be provided 
an aggregate account of the undistributed profits of 
the subsidiary companies which will show :— 

(a) The total of the undistributed profits of wholly 
owned subsidiaries and the proportion of the 

- undistributed profits of partially-owned subsidiaries 
at the commencement of the year. 

(b) The aggregate profit or loss of the subsidiaries 
transferred from the summary described in para- 
graph 70. 

(c) The dividends paid to the parent company 
during the year, which should agree with the 

-amount credited in the Parent company’s profit 
and loss account. 

(d) The remaining aggregate balance of un- 
distributed profits. 

_ 72. Shareholders would then have available a clear 
statement of the earnings of the parent company, the 
aggregate earnings of the subsidiary companies, the 
extent to which the dividends received by the parent 
company from su companies had been provided 
out of their profits for the year, and the amount of 
undistributed profits carried forward not only of the 
parent company but also of the subsidiaries. 

73, We recommend that all loans or advances to any 
director of any of the constituent companies by any 
member of the group should be separately shown. 

74. We are of the opinion that no subsidiary company 
(as above defined) of a public company should be entitled 
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XI. SHAREHOLDERS’ CONTROL 5 

(a) MBETINGS AND VOTING 

75. We consider that at least fourteen days’ notice 
should be given of every general meeting of a company. 
The directors should be required to circulate to all those 
entitled to vote a copy of any proposed resolution or 
resolutions not of a purely routine character and a 
statement setting out in clear language the nature of 
the proposals with sufficient information to enable an 
opinion to be formed. The notice of meeting should be 
accompanied by stamped proxy forms:so drawn up that 
the shareholder may vote either for or against each 
separate resolution, or alternatively may appoint some 
person to attend the meeting and vote after hearing 
the explanations and discussions. We also recommend 
that it shall be the duty of the chairman to report to the 
meeting the number of. proxies received for and against 
each resolution and that it shall be his duty to demand 
a poll if the result of the voting by show of hands is 
opposed to the view of the majority of the proxies. 

(b) RIGHTS AND PROTECTION OF CLASSES AND 

MINORITIES 
76. No evidence. 


XII. LIABILITY OF COMPANIES FOR ACTS OF 
THEIR OFFICERS WITH PARTICULAR 
REFERENCE TO CERTIFICATION OF 
TRANSFERS 

77. No evidence. 


XIII. RECONSTRUCTION AND AMALGAMATION 
78. No evidence. 


XIV. WINDING UP 

(a) DECLARATION OF SOLVENCY 

79. A voluntary winding-up becomes either a members’ 
or a creditors’ winding-up according to whether or not 
the directors file a declaration of solvency as prescribed 
by Section 230 of the Companies Act 1929. It has been 
represented to us that grave abuses arise where this 
declaration may have been made recklessly or fraud- - 
ulently, but after the lapse of twelve months it is very 
difficult to prove that it was so. 

80. We recommend that the declaration of solvency 
should be accompanied by (1) a statement of affairs made 
up to a date not more than one month prior to the date 
of the declaration and (2) a copy of the last audited 
balance sheet. 

81. We further recommend that if the liquidator in a 
members’ voluntary winding-up has reasonable grounds 
to suspect that the company is not solvent, he should 
have power to make a declaration to that effect. Copies 
of the liquidator’s declaration should -be sent to the 
Board of Trade, to the Registrar of Companies, and to 
the directors of the company. The liquidator should 
then be required to convene a meeting .of creditors 
within twenty-eight days, and subsequent proceedings- 
should take the same course as in a creditors’ voluntary 
winding-up. A report of the proceedings at the creditors’ 
meeting should be sent to the directors, contributories, 
and creditors of the company, and to the Board of Trade. 
In all cases in which creditors have not been paid in full 
within twelve months of the commencement of the 
liquidation this procedure should apply. 

(b) FRAUDULENT PREFERENCE 

82. We recommend that the provisions of Section 265 
should be retained, except that in the application of 
the principle of fraudulent preference to companies, the 
period of three months laid down in Section 44 of the 
Bankruptcy Act 1914 should be extended to six months. 

83. Every director should be obliged to disclose for 
the information of the creditors whether he is a creditor 
or debenture holder of the company. If so he should 
state for what amount and give particulars. - 
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84. The difficulty of proving intent to prefer has been 
somewhat eased by the decision of the Court of Appeal 
in the recent case of Re M. Kushler Lid., but we think 
it desirable that the law on this point should be further 
strengthened. 

(c) AVOIDANCE OF DEBENTURES 

.85. No evidence. 


XV. INVESTIGATION OF AFFAIRS OF COMPANIES 

86. Section 135 of the Companies Act 1929 provides 
‘for an investigation into the affairs of a company 
Board of Trade Inspectors, on the application rf nl | 
fied proportion of the members of the company. 

87. We consider that this provision should remain 
unaltered, but that an alternative procedure should be 
available. 

88. Our proposal is that it should be competent for 
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shareholders holding five per cent. of the issued shares to 
give the directors notice of a resolution to be proposed at 
an extraordinary general meeting for the appointment 
of a committee of crectigntion. 

89. The directors should be required to convene an 
extraordinary general meeting within two months of 
receiving the notice of resolution ; the terms of which 
must be set out in the notice convening the meeting. 

90. The committee of investigation should be appointed 
if the resolution is supported by shareholders holding 
one-fourth of the issued shares, who should have the 
right to appoint at least one-half of the members of the 
committee. The committee of investigation should have 
power to employ at the expense of the company profes- 
sional assistance, and the report of the committee should 
be circulated to all members of the company. 


Summary of Minutes of Evidence—VII 
Continuing our policy of summarising’the views expressed in written and oval evidence before the 
Company Law Amendment Committee, wé deal this month with the proceedings on the fifteenth sitting 
day, April 4. Readers interested are advised to read the full imutes of Evidence published by 
H.M. Stationery Office. 


The National Union of Manufacturers 

The first witnesses to come before the Committee on 
its fifteenth sitting day supported a memorandum put 
in by the National Union of Manufacturers. The chief 
feature of this was the suggestion that there should be 
some kind of effective supervision at the time of the 
inception of a company and during its business life. 
This should be undertaken, under the general super- 
intendence of the Board of Trade, by a body or bodies 
consisting mainly of business men. The supervising 
authority would scrutinise every proposal for registra- 
tion before it was accepted, and examine the credentials 
of the directors, Sir Charles Hipwood was inclined to 
agree with a suggestion from Mr. fforde that this kind 
of activity ought not to be centralised, but ought, 
on the contrary, to be as local and dispersed as possible. 
In later evidence, however, Mr. C. S. Garland agreed 
that a committee from an industry itself might be open 
to the charge, however wrong, that the industry. was 
trying to prevent the start of new competitors. ~ 

A related recommendation was that full dierlotare 
by promoters or prospective directors of their record 
in regard to other companies, including liquidated com- 
panies, should be compulsory at the time of application 
for registration and that similar information should 
also be disclosed and filed in the case of new directors 

appointed to existing companies. Asked whether dis- 
closure should be made available to the members of 
a company at the time of the director’s election, Mr. 
Garland replied in the affirmative. To the suggestion 
that the proposal would force doubtful people into 
‘the background and thus do more harm than good, 
he declared that a little investigation would probably 
show that a nominee substitute had “ hardly got six- 
pence to his name.’ 

Asked for’ his views on the question of. requiring 
all companies to disclose details of their trading opera- 
tions in their annual accounts—for example, that under 
production they should state the wages, the materials, 
the works expenses and sub-contracts—Mr. Garland 
said: ‘‘ Well, Sir, I should like to have all these details 
from any of my competitors. . . . I think it would be 


grossly unfair and would be a very serious hindrance 
to competitive business.” On the suggestion that the © 


prudential provision for tax payable in the future on 
profits earned to date should be made compulsory, it 
was put to Mr. R. S. Wright that the provision of that 
amount to overtake the past might be so large as to 


deprive shareholders of dividends for two or three years. 


4 


His answer was that in that case the company was not 
really in a position to pay dividends for that period. | 

Association of British Chambers of Commerce 

The next witnesses—Mr. A. D. Dean and Mr. Bertram 
Nelson, F.S.A.A.—represented the Association of British 
Chambers of Commerce. On the Association’s recom- 
mendation that private companies should continue to 
be exempt from filing accounts, Mr. Dean was asked 
whether such accounts would be of assistance or use to 
creditors. He replied: “ I do not think it is a question 
of use to creditors. The View is very strongly held by 
Chambers of Commerce that the private company pro- 
cedure instituted in 1908 has had many attractions for 
small traders, in that they are not required to disclose 
their private affairs: That is still the attraction.” 
Another recommendation was that shareholders should 
be entitled to receive copies of the balance sheet and 
profit and loss account in the absence of express pro- 
visions to the contrary in the articles. The chairman 
asked why the articles should be allowed to retain such 
a provision. Mr. Dean’s answer was that it was a 
matter of contract in law, and that people who take 
shares in a company should look at the documents. 
To this the chairman retorted: ‘‘ May I suggest that 
it might be better to educate direotors into a frame of 
mind in which they do not endeavour to conceal things 
from their shareholders ? ” 

A point made by Mr. Nelson was that if the disclosure 
of all directors’ remuneration became obligatory, the 
appointment of a chief chemist or a departmental 
manager as a director would greatly swell the total 
remuneration and perhaps give rise to adverse, though 
unjustified, ‘criticism. To the objection of Mr. Dean 
that many men who are managing directors take the 
strongest possible objection to any of the other people 
knowing what they are getting, the chairman suggested 
that if disclosure were the general rule people would 
rapidly get accustomed to it. 

Asked whether it was practicable to lay down a stand- 
ard form of accounts, Mr. Dean declared that it was 
practicable but not desirable. He pointed out that the 
technique of presentation had developed very much of 
recent years, and thought it was clear that if the Greene 
Committee had settled a standard form the progress 
which has taken place would not in fact have been, 
achieved, He added: ‘‘ It could be done—if it were 
the wish of this Committee, accounts could be put into 
iambic tetrameters—but I am sure that it would be 
disastrous to otanderdice accounts at this stage.” 
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‘f Mutual Assistance 

It is the general, though unfortunately not yet the 
universal practice of accountants, when submitting 
accounts tq the Inspector of Taxes, to include a com- 
putation of all taxation liabilities arising out of them, 
ie., N.D.C., E.P.T. and income tax. In addition, a 
full explanation is given of any items that might be 
debatable, and attention drawn to other relevant facts, 
e.g., reasons for violent changes in the amount of regular 
expenses, subscriptions and similar items. Wear and 
tear and obsolescence computations should also be 
included. Anything short of this, in our opinion, is 
i uate. The accountant knows the facts and 
should state them. If the Inspector then seeks to dis- 
allow an expense, the accountant is in a position to act 
as advocate for his client, having the facts on the 
table. There is a further benefit, that the Inspettor 
need not waste time by asking for information. The 


time of both parties is thus saved, mutual confidence is — 


enhanced, and settlements expedited. Any of our 
readers who do not follow this practice are advised to 


Recent Tax Cases 
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Taxation Notes 


try it; the results will ensure that they adopt it for 
the future. y 

It is true that, even to-day, assistants in tax offices 
are occasionally met who seem to information 
as an incitement to ask for more. Fortunately, they 


“are rare, and a word to their more experienced superiors 


is all that is necessary. It sometimes happens, too, that. 


in a country district all sorts of ‘“‘ accountants ’’ are sub- 
mitting accounts which require very close scrutiny. 
In those cases, above all, it is necessary to educate 
them in a qualified accountant’s work. Wherever 


' possible, personal contact should be made; it is worth 


thousands of letters. 

Many investment companies have been “ tidying up ” 
their portfolios in the past year. It is important to 
note that there may be included in the management 
expenses claim the costs of changing investments, i.e., 
stockbrokers’ commission and Government duty. The 
expenses of investing new money, e.g., accumulated 
profits, is not allowable. 


By W. B. COWCHER, 0.B.E., B.Litt., Barrister-at-Law 


Income Tax—Mortgage of a veversion—Under deeds 
mortgagee given option to capitalise interest im arrear 


21 days—No interest paid after 1906—Death of life tenant 


in 1938—Death of mortgagee in 1933—In 1935 and 1938 
trustees of mortgagee capitalise all interest covered by 

7 ion of total amount due to mortgagee based 
on “net interest’”’—Whether interest assessable under 
Rule 21 of General Rules for year in which mortgagee’s 
claim discharged. 

C.I.R. v. Oswald (Cosier’s Settlement 
March 16, 1944, T.R. 39) was noted in our issue of 
March last. In the Court of Appeal the decision against 
the Crown was unanimously affirmed. The Master of the 
Rolls gave the judgment of the Court. As pointed 
out in the previous notice, the decision in C.J.R. v. 
Lawrence Graham & Co. is difficult to reconcile with 
ming of the decision in In re Jauncey, approved 


problem is not only one of 
Greene pointed out, it i 


3 


Trustees) (C.A., - 


recoverable without limit as to time. By Sub-section (2) 
of the new Rule, prescribing recovery by assessment, 
all the provisions of the Income Tax Acts “ shall, so 
far as they are applicable, apply to the charge.”’ Does 
this limitation permit assessments for more than six 
The second difficul very 

secon ty is a practical one. E case 
of capitalisation would seem to arise from the borrower's 
inability to pay cash. But this inability applies as 
much to the tax as to the net interest, and in order 
to account to the Revenue the mortgagor will have to 
borrow the . And, normally, the mortgagee 
will be the person most likely to lend it, with the result 
that the capitalisation will be of the gross interest 
but with the lender discharging his tax liability at each 
accounting date.. This result will not be inequitable, 
apparently, so long as the ultimate value of the 
reversion is not less than the fina] net amount due to 
the mortgagee. If it should prove to be much less, 
over what period would the latter be entitled to claim 
relief from tax? And what is to ha if neither 
the mortgagee nor anyone else is will to advance 
money to pay the tax on each occasion ? 


Schedule D—Tvade—Deduction—Colliery company—Sta- 
tutory obligation to obviate or remedy loss of efficiency of 
drainage. system through subsidence—Proposal to work 
beneath a drain—Agreement to contribute large sum to 
Improvement Scheme whereby drain eliminated—Sixty 
half-yearly instalments—Whether each payment deductible 
as a revenue expense or disallowable as capital expenditure. 

In Bean v. Doncaster Amalgamated Collieries, Lid. 
(K.B.D., March 28, 1944, T.R. 59), the General Com- 
missioners’ decision in favour of the company was 
upheld by Macnaghten, J. He said the Crown’s case 
was that the company had Secured an asset or enduring 
advantage by its contribution ; but the Commissioners 
had found that the half-yearly payments were in fulfil- 
ment of statutory obligations. The cost, if met as the 


_— 
nn. 

3 ee 
by Lord Atkin in the Paton case. The Court, however, 

refused to treat the first-mentioned case as being : 

impliedly over-ruled, upon the ground that in Paton 

the decision was upon a different matter. In effect, 

the Court held that whenever a new capital liability 

is substituted for an interest liability capitalisation 
has to be of the net amount, and that the mortgagor 

has to account to the Revenue for the difference between 

the gross and net. In other words, as was pointed out 

by Lord Greene, a specific provision for capitalisation 

gross would be ineffective because the payer, under 

the law, would still be entitled to deduct tax in account . 
The case will, presumably, go to the Lords. In view 

of the very large number of instances in which the 

question arises, the great 

importance but, as one r; 
of the most troublesome questions whic be 

considered under the Income Tax Acts. It, in fact, 

bristles with difficulties. Two of these may be briefly 

indicated. Prior to”Section 27 of the Fimance Act, 

1927, the tax under Rule 21 was a Crown debt, $5) 


: 
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occasion occurred, would have been admissible; and a 
lump sum payable for relief from the obligations must 
also be regarded as a revenue expense. 

The dividing line in such cases is a fine one, with the 


_ securing of an enduring advantage upon one side of it, 


and the obviating of a recurring revenue expense, i.¢., 
a disadvantage, upon the other. 


Schedule D, Case V, Rule 2—Appellant resident and 
ordinarily vesident but not domiciled in U.K.—Pension 
from Indian Government paid into bank account in Prdia 
—Various Indian investments made thereout—Invest- 
ments sold from time to time and proceeds remitted to the 
United Kingdom—Whether remittances capital or income 
—‘‘ Discovery ’’—Res judicata. 

In Patuck v. Lloyd (K.B.D., March 31, 1944, T.R. 75), 
the additional assessments appealed against were in 
respect of remittances made out of appellant’s uninvested 
income of the basic years plus the proceeds of the sales of 


investments ; but the said assessments did not include any 


amount realised by the sale of the investments in excess of 
the pension except for a small sum in 1938-9, admittedly 
wrongly assessed. The Special Commissioners confirmed 
the assessments, and Macnaghten, J., upheld them. 
The appellant raised a number of subsidiary conten- 
tions. He claimed that assessments in respect of his 
pension could not be made in years subsequent to 
those in which the pension income was received ; that 
there had been no “ discovery”; and that a previous 
decision by the Special Commissioners in 1931 made the 
matter res judicata, so that the Revenue was precluded 
from assessing him in later years in respect of his pension. 
The third point was clearly covered by C.I.R. v. Sneath 
(1932, 2 K.B. 362, 17 T.C. 149), whilst the other two 
contentions would not seem to need comment. There 
are, however, interesting questions which may arise in 
such cases, e.g., where unremitted earnings are used to 
run speculative investment accounts with resultant 
profits and losses on realisations. A further question 
concerns limits of the period, if any, during which any 
earnings, invested and re-invested, retain their identity 
as income regardless of subsequent changes in character. 


Schedule D—Tvade—Purchases of land for building 
development—Erection of houses, etc., by companies in 
which purchasers interested—Houses, etc., sold subject to 
chief vents created in favour of purchasers of land—(1) 
Whether trade carried on by acquisition and disposal of land 
—(2) I sf so, whether market value of chief rents a receipt of 
that trade 

In Beattie v. Broadbridge and Others (K.B.D., March 21, 
1944, T.R. 71), five cases similar in character came before 
the Court and in each case the Special Commissioners had 
decided both questions in favour of the Revenue. 
Macnaghten, J., upheld them in so doing. The primary 
question was one of fact. Upon the second question the 
issue was whether the chief rents created fell within the 
description of leases dealt with in B. G. Utting & Co., 
Ltd. v. Hughes (1940, A.C. 463, 23 T.C. 174) or within the 
description of ground annuals dealt with in C.J.R. v. 
John Emery & Bons (1937, A.C. 91, 20 T.C. 213). Counsel 
for appellants, in view of what was-said in these two 
cases, did not argue.that they belonged to the former 
category, but reserved the point; and it is apparently 
intended to carry the matter further. The issue would 
seem to be by no means a foregone conclusion. 


Income Tax—Foreign possessions—A merican company in 
which appellant held predominant interest—Declarations 
of dividend in form of certificates of indebtedness—Certi- 

payable at end of approximately three years but right 


July, 1944 


veserved to pay off at any time—Interest on certificates at 
4 per cent. payable quarterly—Certificates negotiable instru- 
ments—Whether income or capital receipis—If income, 
time of receipt. 

In Associated Insulation Products, Lid., v. Golder 
(K.B.D., April 3, 1944, T.R. 89), the Special Com- 
missioners had held that the sums received by the 
appellant company in satisfaction of the certificates were 
income receipts and that the income was received when 
the said sums were received and not when the resolutions 
declaring the dividends were passed. Macnaghten, J., 
upheld their decision upon both points. 

The first point was covered by the decision of the same 
judge in Akroyd v. Ci.R. (1942, 24 T.C. 515), a case 


- noted in our issue of December, 1942. The present legal 


uncertainty of the position was then pointed out. The 
second point was held to be covered by Cross v. London 
and Provincial Trust, Lid. (1938, 21 T.C. 705). 


PUBLICATIONS 


Workmen’s Compensation Insurance. By A. F. 
O’Shea. (Sir Isaac Pitman & Sons, Ltd., London. 
Price 10s. 6d. net.) 

It is surprising to reflect that at common law the 
workman not only enjoys no special rights to compensa- 
tion in case of accident arising out of his employment, 
but is under definite disabilities which afford the em- 
ployer substantial relief from liability. It was only as 
the urge toward social reform, which produced so much 
legislation in the early years of the present century, 


_ began to be effective that the workman received special 


protection. The first statute conferring upon him a 
right to compensation as distinct from damages for 
negligence was passed as recently as 1897. Obviously, 
in the majority of cases of accident at work, it was very 
difficult indeed to bring negligence home to the employer 
and rebut a claim that the workman was a contributory 


to the negligence. 


In this book the history of the legislation is explained, 
and the various Workmen’s Compensation Acts and other 
statutes relating thereto and regulating the liability of 
employers are helpfully summarised, together with 
explanations ds to how. this insurance system operates ; 
the fact that the author is able to write throughout in 
clear language adds greatly to the value of his book. 
Although the author modestly states that it is not a book 
for the expert, it is certainly not a book that even 
experts should ignore, and it will be of the greatest 
assistance to candidates for the examination of the 
Chartered Insurance Institute, as well as to all who 
desire a review of the law of master and servant from this 
special point of view. 

We heartily commend it as a book which ought to be 
on the shelves of professional accountants, ready for 
reference when practical questions arise. 


Municipal Internal Audits. By Arthur Collins, 
F.S.A.A. Seventh edition. (Gee & Co. (Pub- 
lishers), Ltd., London. Price 20s. net.) 

This, the seventh edition of what has been for many years 
the standard work on municipal internal auditing, has been 
printed because the remaining stocks of the sixth edition 
were destroyed in air raids. Readers will not need to be 
told of the popularity of the book. Though the type has 
been re-set the author has not corrected the slips pointed 
out in the reviews of the sixth edition: even the fire 
brigade horses are retained ; one wonders how they like 
the blitz. Mr. Collins does not deal with the audit of the 
war-time services, nor with the technique of abbreviated 
audits upon which we are at present forced to rely. 
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Markets and Invasion 

Contrary to the views expressed in some parts of the 
popular Press, the opening of the invasion was not made 
the occasion for any wild burst of speculation in the 
Stock Exchange. No fortunes were made in the Foreign 
Bond market, if only for the reason that the supply of 
stock was not large enough to make this possible. At 
the same time the markets did behave in a rather differ- 
ent way from what many people had expected. Opinion 
was far from unanimous about market prospects, but the 
majority anticipated that the opening of the Second 


Front would at least be the signal for a period of — 


hesitation in the upward trend of prices—a view 
no doubt based on the uncertain prospects of the 
initial stages of the campaign. But in point of fact 
things went better than most people had dared to 
hope, and the speed of the initial success was one 
important determinant of Stock Exchange sentiment. 
An even more powerful influence was probably the very 
fact that so many people were expecting a reaction in 
prices when the invasion . For this reason-a 
considerable volume of money had been held off the 
market in-anticipation of a favourable buying oppor- 
tunity. But when the invasion began and the news was 
good, all these potential buyers hurried into the market. 
As a result the pause in the advance of prices never 
developed. On the contrary the tempo of the rise 
quickened and there was quite a heavy demand, mainly 
for those industrial ordinary shares which are expected 
to do well after the war. At the same time the more 
speculative buying of European and Far Eastern 


securities continued. Both processes are no more than 


an intelligent discounting of the future, which has been 
going on ever since the dark days of the fall of France. 
The markets have, in fact, long been looking well 
beyond the invasion into the years of transition from 
war to peace. Consequently the actual landing in France 
did no more than add momentum to an already well- 
established trend. 
The Employment White Paper 

The Government White Paper on Employment Policy 


had a good reception in the City. The assurance that the 
authorities will try to iron out the trade cycle and to 


maintain full employment through keeping up total 


expenditure would have been welcome in any event. 
It was particularly acceptable when it was found that 
such a policy would not, in the Government's view, 
involve any extensive interference with private in- 
vestment. Capital issues will, of course; be controlled 
during the transitional period—that was already known— 
but in normal times the Government apparently hopes 
to check depression in its early stages by the correct 
timing of public capital expenditure, supplemented if 
need be by variations in social security contributions. 
If there is any justification for the hope that trade 
fluctuations can be reduced by these methods, it warrants 
a general re-adjustment of equity values. One of the 
elements which enter into the valuation of ordinary 
shares is the risk of cyclical fluctuations. Anything 
which tends to reduce this risk might be expeeted to 
lower the return obtainable from an investment in 
equities. More specifically the White Paper indicated 
which sections of industry will enjoy priority during the 
transitional period when physical resources are still in 
short supply and have to be allocated by the Government. 
In this connection the export industries are mentioned 
first, followed by the production of necessities for the 
nosmst market and the production of the capital goods 
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needed to re-equip industry. As regards the value of 
gilt-edged stocks the White Paper is more equivocal. 
It gives the assurance that “‘the Government are deter- 
mined to avoid dear money ”’ in the transition period, 
but thereafter “‘ the possibility of influencing capital 
expenditure by the variation of interest rates will be 
kept in view.”” That, however, is a long way ahead and 
need cause no special anxiety at the moment. 


Railway Prospects 

Home railway stocks have not shared in the advance 
which has spread over most other parts of the market. 
The reason has been two-fold. Not only have the usual 
fears about what will happen when the rental agreement 
comes to an end been accentuated by the good military 
news, but there have been some inspired estimates 
about what increase in charges will be n after 
the war in order to restore the 1937 level of net receipts. 
Since gross receipts have risen since 1937 by about 89 
per cent. and expenditure by 67 per cent., it may seem 
curious at first sight that such estimates should be called 
for at all. The assumption is, however, that while a large 
part of the increase in costs, say 50 per cent., will be 
permanent, the increase in receipts be quite eanith. 
ory, since it has been based on abnormal war-time 
traffics which could not possibly be continued even under 
conditions of “‘ full employment.”’ Railway charges so 
far have only risen about 15 per cent. above pre-war, 
and it is estimated that another increase of about 35 per 
cent. will be needed in order to restore the 1937 level of 
net receipts. This is, of course, a substantial increase, 


- but there seems no reason to doubt that the railways 


will be allowed the appropriate additions. Article 33 of 
of the present agreement provides that before control 
comes to an end time will be given for the operation 
of any statutory machinery governing the charges. The 
eagrormeee that a substantial upward adjustment will 

needed, as was the case after the last war, hardly 
seems to inject a new element of uncertainty into the 
railway situation. ~ 


** Permission to Place”’ | 

The Bank of England, at the request of the Treasury, 
has taken a further step towards establishing control 
over what has come to be known as the “ grey ’’’ market. 


‘It appears that the Association of Investment Trusts, 


the Accepting Houses Committee, the British Bankers’ 
Association, the Associated Stock Exchanges and the 
Provincial Brokers’ Stock Exchange have all been asked 
to enter into a “‘ gentlemen’s agreement” not to resell 
blocks of shares which they have taken up outside the 
market, without the permission of the Capital Issues 
Committee. _ The issuing houses, which have no represen- 
tative association, are béing approached separately. 
In the Stock Exchange, of course, “‘ permission to deal ”’ 
is already subject to the approval of the Capital Issues 
Committee, and it is now apparently hoped that this will 


be supplemented by “ permission to place’’ outside. - 


In view of the fact that any official control over the 
transfer of existing shares is quite unnecessary, it is 
difficult to be enthusiastic about its extension. On the 
other hand, given the present circumstances in which 
the Stock Exchange is the main sufferer, it is at least 
logical that other institutions should be subjected to 
the same treatment. Meanwhile holders of unquoted 


shares who wish for liquidity will have to pay more for 
the privilege, since the institutions which take them up 
may not be allowed to place them elsewhere. 
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Points from Published Accounts 


_of what a company statement should be—except in 


William Beardmore ‘ 
Conventional analysis of the. accounts of William 
Beardmore & Co. indicates that the 10 per cent. Ordinary 
dividend paid for 1943 is provided from earnings equiva- 
lent to 34§ per cent., as compared with 33 per cent. in 
1942. Such ample protection for the 10 per cent. dis- 
tribution has, in fact, been the subject of favourable 
comment in the Press. It is quite true that whereas 
£47,500 net is paid to Ordinary shareholders, there are 
additions of £100,000 to war contingencies reserve and 
£16,043 to the carry-forward. But the balance-sheet 
makes it plain that, on the other hand, the war con- 
tingencies reserve has been called upon’ to meet war 
damage contributions and other special charges amount- 


- ing all told to £115,238. In 1942, when £110,084 was 


added to that reserve and the carry-forward, there were 
similar withdrawals of £100,687 from the special reserve. 
There is a legitimate difference of opinion as to whether 
war damage contributions should be written off against 
annual revenue, but there can be no doubt that it would 
be helpful to be able to relate the charge under this 
head to the amount of the disclosed net profit. There 
is a good case, therefore, for revealing the proportion of 
the “ special charges ’’ debit represented by war damage 
contributions ; and it would be helpful, too, if the nature 
and amount of the other items in this omnibus entry 
were to be specifically disclosed. Even then it would 
not be a bad plan to draw attention, in the directors’ 
report or the profit and loss account, to the fact that 
the transfer made to war contingencies reserve from 
revenue has been more than counterbalanced by with- 
drawals from that reserve. : 


Yorkshire Amalgamated Collieries 

A different treatment of taxation would add greatly 
to the value of the accounts of Yorkshire Amalgamated 
Collieries also. The company acknowledges the large 
ratio which interests in. subsidiaries (£5,245,554) bear 
to the assets total (£5,711,712) by. submitting“a con- 
solidated balance-sheet. But there is no statement of 
group profits, and the only credit to the holding com- 
pany’s profit and loss account, apart from £1,589 of 
income tax repaid, is £200,434 representing dividends 
and interest received. This compares with £154,142 
credited in 1942-43, but the substantial improvement 
recorded is not a reflection of p rtionate growth in 
the earnings of the subsidiaries. t is made evident 
in the directors’ report, which says that ‘‘ the trading 
profits of the companies in the group have been well 
maintained, and the net profits were larger than in the 
previous year in consequence of a reduction in the 
provisions for taxation.” It is not explained how this 
reduction has come about ; neither does the consolidated 
balance-sheet, in which tax provisions are included with 
general creditors, explain on what basis these provisions 
have been made. There is no means of telling, therefore, 
whether an advance from {£127,950 to £174,506 in the 
net profit of the holding company marks a continuing 
state of affairs or not. This important gap in the share- 
holders’ knowledge could be filled by a consolidated 


- profit statement giving, infer alia, detailed particulars of 


the tax provisions made by the subsidiaries. 


Dunlop Rubber : 
Like the Imperial Chemical accounts with which we 
dealt last month, those of Dunlop Rubber are a model 


, 
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one respect. The deficiency is just that in which the 
Imperial Chemical accounts, too, fell short. There is 
a profit statement in narrative form which commences 
with the group profits and relates these to the net 
surplus disclosed in the profit and loss account of the 
parent company itself. From the two statements it is 
clear that the parent’s proportion of British and foreign 
taxation provided in the accounts of the subsidiaries 
and sub-subsidiaries is £2,205,808, and that £1,935,716 
has been provided for tax by the holding concern.. The 
constitution of the latter item is, E.P.T. £869,201 and 
income tax 1,066,515, with the basis of provision stated. 
But both figures are stated after ‘‘ adjustment of pre- 
vious years,” so despite the elaborate form of the 
accounts shareholders are left without a firm earnings 
figure for 1943 alone. In other respects, as we have 
indicated, there can be. nothing but praise for the 
accounts. There is a consolidated balance sheet, and 
in this, as in the balance sheet of the parent itself, the 
assets and liabilities are not only stated in admirable 
detail but grouped under appropriate headings and 
compared with the previous year’s figures. Moreover, 
the directors’ report includes a statement for the 
parent company particularising the amount of the 
increases or decreases shown on the year under the 
group headings. One interesting feature is that, in view 
of the continued destruction of property in enemy and 
enemy-occupied countries, the special reserve against 
investments in and advances to subsidiaries has been 
raised to {3,750,000 by transferring £250,000 from the 
profits of the year and~a similar sum from the reserve 
for contingencies. Another is that the directors’ re 

shows {5,162,994 to have been provided for E.P.T., 
up. to the end of 1943, by the parent and 7,440,368 
by the group as a whole, the 20 per cent. post-war 
credits being stated to amount to £866,782 and 
£1,298,079 respectively, subject to income tax. — 


Odhams Press 

The accounts of Odhams Press aré of interest if only 
because the company holds a controlling interest in the 
Daily Herald, This is presumably included among 
investments in subsidiaries, which total £1,437,393, with 
any revenue accruing from this important newspaper 
property brought in as dividends and interest receivable. 
Under this heading there is a total credit of £121,862 


to profit and loss, this comparing with a direct trading 


profit of £871,647. It is not clear, however, whether 
this comparison is valid, for there is nothing to show 
whether the investment income is brought in at its gross 
amount or its net amount. The reserve of £504,173 
made for taxation—on what basis is not stated—may 
be referable to the {871,647 direct trading profit only 
or to the total revenue of £993,781. The position might 
well be clarified in future accounts, and it would be 
a good plan to show dividends and interest receivable 
from the subsidiaries separately from general invest- 


‘ment income. A still greater improvement, of course, 


would be the presentation of a consolidated profit 
statement and a consolidated balance sheet: the 
interests in subsidiaries account for a substantial pro- 
portion of the balance sheet total of £6,118,121; and 
since copyrights stand in the holding company’s own, 
balance sheet as an asset of /622,310, there is the 
question whether intangible items may not also figure, 
in effect, in the valuation placed upon these interests. 
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EXECUTORSHIP LAW AND TRUSTS 

Annuity—Pa out of income and of estate. 

In Re Hill (1944, W.N. 112) the Court of Appeal, 
overruling a decision of Uthwatt, J., decided that in the 
circumstances of the case, annuities given by the will 
could be paid in full out of income and capital as and 
when they fell due in accordance with the testator’s 
direction, and in the circumstances that was the course 
to be adopted. By his will, made in 1930, the testator, 
after appointing Westminster Bank, Ltd., to be executor 
and trustee and making various dispositions, bequeathed 
his property to the bank on trust for sale and conversion 


and to pay out of residue certain annuities. The income - 


of the estate was insufficient to pay the annuities, and 
the bank took out a summons asking whether the 
annuities ought to be valued, and for any necessary 
directions how they were to be provided for. Uthwatt, 
J., held that the annuities ought to be valued according 
to the Government tables. The residuary legatee 
appealed, claiming that the annuities should be paid 
out of income, and that capital should be applied to 
make up the deficit in each year. There was evidence 
that, if this were done, the residuary estate would suffice 
to pay the annuities for at least 44 years. In allowing the 
appeal, the Court of Appeal held that the rule, by which 
annuitants were given the actuarial value of their 
‘annuities when the actual income of an estate was in- 
sufficient to provide them in full, was not a Tule of 
universal application. 


Will—Description of donees as ‘‘ nephews and nieces ’’— 
Extent of description. 

The beneficiaries under a will may, in construing the 
testator’s directions, extend beyond the class of relations 
which would be included if the words used had been 
interpreted in the strict sense. But there are limits to 
the persons so included. This was illustrated in Re Daoust 


(1944, 1 All E.R., 443). The testatrix had directed her ~ 


residuary estate to be divided in equal shares per capita 
between such of ber nephews and nieces and descendants 
of her nephews and nieces as should be living at the date 
of her death. At the date of her will and at the date of 
her death, she had only one niece and no nephews, and 
there was no possibility of any nephew or niece being 
born thereafter. Vaisey, J., held that there were included 
in the class gift in the will, (a) the widower of a niece who 
predeceased the testatrix, and to whom the testatrix 
referred in other parts of her will as her nephew ; and 
(6) two nieces of the testatrix’s husband, one of whom 
was referred to in the will as the testatrix’s niece. It 


was held, however, that the husbands of two nieces of - 


the testatrix’s husband were not included in the class. 


Will—Bequest “ to sick and wounded ”’ held valid. 
In Re Hillier (1944, 1 All E.R. 480), Vaisey, J., held 
that a gift ‘“‘ to the sick and wounded” was a good 
charitable gift. It was made by the testatrix in a will 
which appeared to be home-drawn, dated February 4, 
1943. He pointed out that it was long established that 
Benefic was not a necessary element in the class of 
ett taaat when it was sought to establish a charitabie 
Legal charities are of four kinds. The first is the 

oist of poverty. But trusts in the other three categories, 
namely, for the advancement of religion, for advancing 
education, or for other purposes beneficial to the com- 
munity, are no less charitable in the eye of the law 
because, incidentally, they benefit both rich and poor. 
The charitable element consists in the notion of render- 
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ing: centslainiiicted hentaiihics then sank oli or to meet a 
human need which would appeal to the benevolent feel- 
ings of mankind—not necessarily originating from lack 
of money. Vaisey, J., said that the sick and wounded were 
a class of the community in need of assistance, and thus 
fell within the fourth class of charities recognised in law. 
INSOLVENCY 
Sale of goods on approval—E xecution—When property 
passes. 

The importance of determining when the property in 
goods is to pass to the buyer was illustrated in Re Ferrier 
(1944, 60 T.L.R., 295). D., the owner of certain goods, 
delivered them on sale for cash or return to F., who had 
a week within which to approve or return them. Before 
the week expired, execution was levied on the goods of 
F. D. claimed the articles against the execution 
creditor. The Sheriff interpleaded, and on the hearing 
of the interpleader, the Sheriff was ordered to withdraw 
from possession of the articles claimed by D. D. there- 
upon recovered ion of them. Subsequently, the 
trustee in bankruptcy of F. contended that, as the week 
had expired without the articles being returned, the 
property in them had passed to F. by reason of Section 
18, rule 4 (b) of the Sale of Goods Act, 1893, and that 
the trustee was entitled to take possession of them. The 
rule invoked states that when goods are delivered to 
the buyer on approval or “ on sale or return ”’ or other 
similar terms, the property therein passes to the buyer 
(if he does not signify his acceptance or approval to the 
seller, but retains the goods without giving notice of 
rejection) at the expiration of the term fixed for the 
return of such goods, and, where no time has been fixed, 
on the expiration of a reasonable time. Morton, J., 
held, on these facts, that F. did not retain the goods for 
one week, but only until the moment when they were 
seized under the execution. From that time the goods 
were retained by the Sheriff until he withdrew from 
possession pursuant to the Master’s order. Therefore, 
the goods having been sent on sale or return, the event 
referred to in Section 18 never happened. The goods 
simply remained goods sent on sale or return which 
never became the property of F. They were handed back 
to D. pursuant to the Master’s order, which was correct. 
The motion by the trustee in bankruptcy of F. for a 
declaration that the property had become and had 
remained vested in F. was therefore dismissed. 


Practice—Evidence by Bankrupt contrary to statement at 
examination. 

Ling fh agent naseaaear ss anges in. logged ah 
may not cross-examine his own witness unless 
obtains leave to treat the witness as hostile. In wre 
ru matters, however, a somewhat wider view is 

en. This was illustrated in Re Minnie Marsden (1944, 
1 All E.R. 597). The motion was by the trustee in 
bankruptcy, against a third party, for a declaration that 
certain furniture not in the bankrupt’s possession formed 
of the pro of the bankrupt divisible among 
creditors. unsel for the trustee called the bank- 
rupt as a witness in support of the application. He 
wished to put to her certain answers given by her at — 
her public examination and at her private examination. 
Morton, J., held that in such circumstances, counsel 
should not, in the first instance, put leading questions 
to the bankrupt. If, however, the bankrupt says any- 
thing in his evidence contrary to what he said at his 
public examination, counsel may put to him what he 
then said. 
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The Emergency Acts and Orders 


In our November, 1939, issue we published the first 
instalment of a comprehensive guide to the wartime enact- 
ments and Orders which most concern the accountant. The 
jifty-first instalmént is given below. The summaries are 
not intended to be exhaustive, but only to give the main 
content of an Act or Order, the full text of which shculd be 
consulted uf details ave vequired. 


ACTS. 


Courts (Emergency Powers) (Scotland) Act, 1944. 

The Courts (Emergency Powers) (Scotland) Act, 1939, 
pay erpston to contracts made after the commencement 

e war 

_ (See Accountancy, November, 1939, page 37.) 
Landlord and Tenant (Requisitioned Land) Act, 1944. 

Protection is given to tenants under leases containing 
a repairing covenant in respect of damage occurring 
while the land is requisitioned. 

(See AccounTANcy, March, 1942, page 93.) 


ORDERS 


CHECK TRADING 
No. 64 Check Trading (Control) LAmetiimedty Order, 
1 
The Check Trading (Control) Order, 1942 (1942, No. 
1235) is amended by the substitution of a revised 
definition of ‘ poundage.” 
(See Accountancy, November, 1942, page 37.) 


EXPORTS 
No. 320. Export of Goods (Control) (No. 1) Order, 1944. 
Iceland is removed from the list of destinations to 
which the export of all goods is prohibited. A number of 
amendments are made in the schedule of goods subject 
to export control. 
(See Accountancy, April, 1944, page 143.) 
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PREVENTION OF FRAUDS (INVESTMENTS) 
No. 540. Prevention of Frauds (Investments) Forms 


No. 541. Prevention of Frauds (Investments) Deposits 

Regulations, 1944. 

Under Section 4 of the Prevention of Frauds (Invest- 
ments) Act, 1939, an applicant for a principal’s licence 
may be required to make a deposit of £500 or to obtain 
a guarantee for that amount. The guarantee must be 
in the form provided in No. 540. No. 541 provides that 
the deposit may be in “‘ permitted securities ” in lieu of 
money, and prescribes the conditions under which the 
deposit may be released. 

(See Accountancy, May, 1944, page 163.) 


PRICES OF GOODS AND SERVICES 
No. 259. Miscellaneous Haberdashery (Maximum Prices) 

Order, 1944.  — 

‘Maximum manufacturers’, wholesalers’ and retailers’ 
prices are prescribed for hairgrips, pins, fasteners, and 
braided elastic. 

(See Accountancy, May, 1944, page 163.) . 


TRADING WITH THE ENEMY 
Nos. 429, 546, 634. Trading with the Enemy (Specified 
Persons) (Amendment) Orders, 1944, Nos. 5-7. 
Amendments are made in the list of persons with whom 
dealings are prohibited. 
(See Accountancy, May, 1944, page 163.) 


WAR RISKS INSURANCE 
No. 528. . War Risks (Commodity Insurance) (No. 2) 

Order, 1944. 

For the three months commencing June 3, 1944, the 
commodity insurance premium is continued at the rate 
of 5s. per cent. 

(See ACCHOMTANCY, May, 1944, page 163.) 


Society of Incorporated Accountants 


IRISH BRANCH 


The forty-first annual meeting of the Society of Incorporated 
Accountants in Ireland was held in Dublin on June 8, the 
President, Mr. D. Tilfourd Boyd, B.Com.Sc., F.S.A.A., being 
in the chair. | 

ee ee ee eo 1944, 
were adopted. 

The membership in Eire and Northern Ireland now com- 

60 Fellows and 183 Associates; there are also 280 
students. The number of candidates sitting at Dublin and 
Belfast centres shows an increase. 

The retiring members of the Council were unanimously 
re-elected, and Mr. T. Condren Flinn was again appointed 
Honorary Auditor. 


At a Council meeting held subsequently, ny hy es | 


_ Officers were elected for 1944-45 : President, Mr. D. Tilfo 


Boyd, B.Com.Sc., Belfast ; Vice-President, Mr. A. J. Mag «4 
Dublin ; Hon. Treasurer, Mr. R. L. Reid, Dublin ; 
Secretary, Mr. A. J. Walkey, Dublin ; Assistant Hon. are 
tary: Mr. J. Love, Dublin. 


BELFAST DISTRICT SOCIETY 


The ual meeting of the Belfast and District Society 
was on June 9, 
Mr. H. McMillan, who has been Hon Secretary for 


orary ; 
many years, was elected President. Mr. J. S. Lewis was 


elected Vice-President, Mr. R. J. sesy Honorary | 
and Treasurer, and Mr. G. Honorary Auditor. 


- 


Annual Report 

The total membership is now 241, including 111 Incor- 
porated Accountants and 130 students, 

There was a record attendance of 71 to hear a lecture on 
“Pay as You Earn” by Mr. G. F. W. Reville, Inspector of 
Taxes. Mr. H. F. Bell, F.S.A.A., and Mr. R. R. Crawford, 
A.C.A., A.S.A.A., addressed a well-attended meeting on 
“ Recent Income Tax Decisions.” 

Classes in economics, statistics, and general financial 
knowledge have been held for students for the Society’s 
examinations. The lecturer is Mr. W. C. Shanks, M.Com.Sc., 
and the sa number of 28 students enrolled. It is 

ee ee eee 


The District Society is represented Mr. Samuel Boyle 
on the Ulster Tourist Development iation, by Mr. 
ge Thompson on the Belfast Chamber of Commerce, by 

J. A. Winnington on the Belfast Court of Referees Appeal 
Tribunal Panel, by Mr. E. A. Anderson on the Price Regu- 
lation Committee, and by Mr. H. McMillan on Belfast 
Savings Committee. vi 


PERSONAL NOTES 


_In the King’s Birthday Honours List the following members 
of the Society are awarded the M.B.E.: Mr. Philip L. Scott, 
A,.S.A.A., Secretary, London Regional Canal Committee ; 
Mr. Sidney Taylor, F.S.A.A., Honorary Secretary, Smethwick 
Savings Committee 

Mr. J. R. Johnson, F.S.A.A., has completed twenty-one 
years as City Treasurer of Birmingham. The members of 
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July, 1944 
his permanent staff presented him with a souvenir of the 
occasion in the-ferm of an illuminated volume of 17 vellum 

, bound in morocco with inlaid monogram. The illustra- 
tions t buildings, coats of arms and devices recording 
ser of interest in Mr. Johnson’s career. Mr. Johnson is a 

President of the Institute of Municipal Treasurers and 
Accountants and of the Incorporated Atcountants’ Birming- 
ham and District Society. 

Mr. F. A. Prior, F.S.A.A., of Messrs. Prior and Palmer, 
Nottingham, received a presentation on May 19 in apprecia- 
tion of twenty-five years’ service as secretary of the Notts. 
and Derby branch of the Cinematograph Exhibitors’ Associa- 
tion. Mr. and Mrs. Prior were entertained at lunch, and the 

tation was made by Mr. J. Langham Brown, Vice- 
ident of the Branch, in the presence of the Lord Mayor 
and the Lady Mayoress of Nottingham. 

Messrs. Tansley Witt & Co. regret to announce that Mr. 
H. C. Chambers, who has been a for many years, has 
retired as from May 1, 1944, for reasons of health. 


REMOVALS 


Messrs. Stanley Wallis, Carter & Co., I ted Accoun- 
tants, announce the removal of their offices to 15 Weekday 
Cross, Nottingham. The change also applies to the offices 
of the Nottingham and District Society. af 

Messrs. Frederick Paul and Co., Incorporated Accountants, 
have removed their offices to 104 High Holborn, London, W.C. 

Mr. Harry C. King, Incorporated Accountant, announces a 
change of address to 49, Gildredge Road, Eastbourne. 


OBITUARY 


“JAMES WILLIAM ALLEN 
Through the recent regretted death of Mr. James W. Allen, 
O.B.E., F.S.A.A., in his sixty-third year, the profession has 
lost an able practising member of singular character and 
charm. He was educated at Christ’s Hospital and, 
after serving articles in London, he was. admitted to the 
Society in 1904. Subsequent to a short period of practice on 
his own account, he joined in partnership Mr. Arthur H. 
Hughes, F.S.A.A., and he remained a in Messrs. 
Hughes & Allen, London, up to the time of his death. In the 
1914-18 War, Mr. Allen rendered special service as Accountant 
“in Prize”? in the Admiralty Registry, Ro Courts of 
Justice, for which he received the decoration of O.B.E.; and 


The fifty-first annual meeting of the fed Accoun- 
tants’ Benevolent Fund was held on May 18. Sir Thomas 
Keens, D.L., President of the fund, occupied the chair. Sir 
Thomas said: I would express. my appreciation to 
subscribers for electing me to this honourable position in 
farm Mr. C. Hewetson ee Mr. Nelson, owing to his 
i uent visits to London, felt.it necessary to resign the 
office in which he so ably sustained the tradition established 
by the late Sir James Martin, the first President of the Fund. 

It is of great regret to all connected with the Benevo- 
lent Fund that Mr. Henry J. Burgess, who for twenty- 
one years had been a Trustee and for many years had been the 
chairman of the Trustees, resigned in August last, owing to 
ill-health. His colleagues know how much time and care he 
gave to the work, and all of us who know Mr. Burgess a: 
ciate his onal gift of friendship, and his sympathetic 
spirit.. I suggest a message of ing be sent to Mr. 
Burgess and to Mr. Hewetson Nelson from this meeting. 
The Trustees have elected as‘ their chairman Mr. Percy 
Toothill, whom we are glad to see here to-day. 

As President, my first duty, and equally a pleasure, is to 
express my thanks to all who generously contributed to the 
fund in the last year. I would specially like to refer to our 
members overseas, to our Committees in South Africa, and to 
the Honorary Secretaries overseas who have stimulated 
interest in the fund. The finances of the fund are in a sound 
condition, and the trustees have .been wise in providing for 
additions tn: the oendhel-tamé de 6 Gece bade the tenaaaaeds 
the capital fund now stands at £21,261. Nevertheless, it is 
my personal view that the total amount received each year 
in subscriptions ought to be increased. It is from subscriptions 
and investment income that grants are made. 
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in 1939 he acted in an advisory capacity in the Admiralty 
Registry. Mr. Allen was of a somewhat retiring disposition, 
but he had much interest in the Society, and a many 
of its activities. His partner, Mr. Arthur H. Hughes, is one 
of the Auditors of the Society, and his son, Mr. James A. 
Allen, now serving as a Ca in the R Marines, is an 
tice of Messrs. Hughes & - 
Allen will be continued by Mr. ur H. Hughes as the sole 
tg THOMAS GEORGE MILNER 

We to record the death on May 28 of Mr. T. G. 
Milner, F.S.A.A., at the of 93. Mr. Milner had been 
a member of the Society of Incorporated Accountants since 
1892, and was City Treasurer of Hull from 1893 till his 
retirement in 1925. He was in the service of Hull Corporation 
for a total of 48 years. The funeral service took place at 
St. Mary’s Church, Cottingham, on May 31. 


SIDNEY DUDBRIDGE 
We regret to announce the death in April last of Mr. 
Sidney Dudbridge, F.S.A.A., at the age of 69. Mr. Dud- 
bridge was already in public practice when he qualified as an 
rated Accountant in 1901, being awarded Honours 
in the Final Examination ; and he was a partner in Messrs. 
S. J. Dudbridge & Sons, 8, Lansdown, Stroud, Gloucester- 
shire, from that date until his retirement in 1939. 
ARTHUR JOHN CAREY 
We have learned with regret that Mr. Arthur { Carey, 
F.S.A.A., senior partner in Messrs. Butchart, Carey, Penn and 
Co., London, died on May 25, at the age of 63. Mr. Carey 
became a member of the Society of Incorporated Accountants 
in 1910, and became a three years later in the firm 
which was then known as P. Butchart and Co. He was 
educated at Christ’s Hospital, and gave much time to Old 
Blues as Honorary Treasurer of their Benevolent Fund. 


JOHN JAMES MIDDLETON 

We record with regret that Mr: J. J. Middleton, J.P., 
F.S.A.A., senior partner in Messrs. Middleton, Hawkins & Co., 
Incorporated Accountants, London and Reigate, died on 
May 27, at the age of 68. He had been in public practice 
since 1911, and qualified as an Incorporated Accountant in 
1918. Mr. Middleton was a member of Rickmansworth Urban 
District Council, of which, for a number of years, he was 


The number of requests considered by the Trustees has 
fallen somewhat as compared with 1943. This is mainly due 
to the deaths of some of those whom the fund has helped, but 
the Trustees feel that in regard to those cases before them 
they must endeavour to increase the amount of grant A ons 
capita, especially in view of the increased cost of living. s 
they will continue to do, and at the same time, as far as 
capital items and. surplus income permit, will add to the 
capital of the fund. None of us can say what the future will 
bring forth, and the effects of the war may leave the Trustees 
with some serious ibilities to be faced. With your help 
I am confident that they will be able to meet them. 

The Trustees in administering the fund endeavour to extend 
to those whom the fund helps both personal consideration 
and advice. Fortunately, they are able to see the fruits of 
some of their work, particularly as regards the assistance they 
have rendered for the education of children of deceased mem- 
bers. When some of these young people commence their 
careers they keep in touch with the honorary Secretary, and 
the promise which rhany of them have shown is a measure of 


‘their response to the sympathetic help they have received. 


It remains for me to the obligations of all the 
subscribers and myself to Mr. Toothill his colleagues for 
their work. 

The report and accounts were adopted unanimously. 

Sir Thomas Keens was re-elected President of the Fund. 
The Vice-Presidents were re-elected, and in addition Mr. 
Henry 2: Burgess was elected a Vice-President. 

Mr. E. Cassleton Elliott was elected a trustee to fill the 
vacancy caused by the resignation of Mr. Henry J. Burgess. 
The remaining trustees were re-elected. 

The honorary auditor, Mr. W. Southwood Smith, was 


| | 
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re-elected and was accorded a vote of thanks for his past 
services. 

The meeting concluded with votes of thanks to Sir Thomas 
Keens, D.L., President of the Fund, and to Mr. Percy Toothill, 
Chairman of the Trustees. 


Fifty-first Annual Report of the Trustees 

There was a slight increase in the income of the Fund, 
including subscriptions. To mark the conclusion of fifty 
* work carried out the Fund, the Trustees had 
appealed for additional Life Subscriptions and Donations, 
and in response £846 was received. This sum, ether 
with a surplus on revenue, enabled’ £1,216 to be added to 
capital, subject to a loss of {33 on the redemption of an invest- 
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“The Trustees extend their appreciation to all members of — 
the Society who have contributed during the past year, 
especially to those who responded to the special appeal, 


- and to the Committees in South Africa for their interest. 


At the annual meeting in 1943 Sir Thomas Keens, D.L., 
was elected President of the Fund, in place of Mr. C. 
Hewetson Nelson, J.P., who resigned. The subscribers 
and donors expressed their thanks to Mr. C. Hewetson Nelson ‘ 
for his great interest in the Fund. In August, 1943, to the 
great regret of his colleagues, Mr. Henry Burgess, who 
was the Chairman of the Trustees, ed as a Trustee on 
unds of health. On behalf of all the contributors, the 
rustees record their high appreciation of the disinterested 


ment. In view of the likelihood’that calls upon the Fund services rendered to the Fund by Mr. Burgess over a period 
will increase in the not distant future, the Trustees consider § of twenty-one . The Trustees recommend that’ Mr. eee 
it is satisfactory to have strengthened the capital of the Burgess be, elected a Vice-President of the Fund. Mr. vc 
Fund. . Percy Toothill was appointed Chairman, and it is recom- = 
Grants made by the Trustees in 36 cases ted £1,876. mended that Mr. E. eton Elliott be elected a Trustee 
In 1942, when the number of cases was 41, the corresponding in place of Mr. Burgess. 
amount was £17 739. Thus the average amount of grant was The expenses of the Fund are iienited to ezine and 
again postages. ‘ 
. PR 
E 
PARTICULARS OF GRANTS FOR TWELVE MONTHS, JANUARY 1 TO DECEMBER 31, 1943 # 
Amounts previously T 
Number of Cases Total Grants same edie Calas eee teed V 
EDUCATION AND SUPPORT OF CHILDREN s 
é MEMBERS OR FORMER SUFFERING FROM Inprearry oR IN ED 
STRAITENED CIRCUMSTANCES .... 743 C 
Wipvows Ann DEpENDANTS of DECEASED Mrupens 764 
Sunpry Cases AND TEMPORARY ASSISTANCE & — LE. 
ame : 
fn = ‘ 
CO} 
REVENUE ACCOUNT 
, For the year ended December 31, 1943 z 
- EXPENDITURE. 1942 INCOME. ’ ~ 
Prin and Postage .. ae ae St bscriptions to ee , 
ui Be ~y ead Refund of Tax on Covenanted d Subscriptions a 
Sette, aay carps ie year cari to" Balance Shes Dividends on Investments (including Income Tax recovered) ... 
£2,203 ‘~ 
R a 7 
wa: 
CE 
December 31,1943 — Ba 
tio! 
= a a Oe Ss Sa ee ee Ones Sir 
a | eohowacrayg = 
fro 
Ada— alm 
Balance from Revenue Account, 1943 No: 
Less Loss on Redemption of Investment a 
3 Sir James Martin a 
400 py Senpe.t Funp = “6 Stock Gor 
£0 Sate of Incorporated Accountants 5% Debea- lun 
Che 
Sm James Signe ees ears, of : 
_i 2 "Goaranteed “Stock .. “ ; 
meé 
ted Stock 
24% oi Annuities. Ba 
of 
500 Os. Od. 4 Consolidated Stock . 
0 all Securities at December 31, 1943, ads 
230 Comnissiowsns oF Intaxo Revexus for Refund of aes 
Income Tax ass 
‘20,108 £21,286 | £20,103 par 
——— —! pur 
Wh 
T have, examined the above Accounts together with the Books and Vouchers, and find the os teccunpiaitinatened te Bat 
West Smirnrieitp, Lonpon, a mel 


April 12, 1944. 
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